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BEFORE  THE 
POSTAL  RATE  COMMISSION 

WASHINGTON,  DC  20268-0001 

Experimental  Presorted  Priority  Mail  Docket  No.  MC2001-1 

DESIGNATION OF WRITTEN  CROSS-EXAMINATION 

Party 

United  States  Postal  Service 

Institutional 

Office of the  Consumer  Advocate 

Thomas  Scherer  (USPS-T-1) 

Newspaper  Association of America 

Office of the  Consumer  Advocate 

United  Parcel  Service 

Jonathan  Levine  (USPS-T-2) 

Newspaper  Association of America 

Office of the  Consumer  Advocate 

United  Parcel  Service 

lnterroaatories 

OCNUSPS-T1-20,  25  redirected  to  USPS 
OCNUSPS-T2-2  redirected to USPS 

NAA/USPS-T1-1-5 
POlR No. 1,  Questions  2  and 3 

APMU/USPS-T1-1-8 
QCNUSPS-T1-3 
POlR  No.  1,  Question  1 

OCNUSPS-T1-1-2,  4-10,  1 la, c,  12-19,  21-24 

NAAIUSPS-T2-1-5 
NAA/USPS-T1-6-8  redirected  to  T2 

APMU/USPS-T2-1 
OCNUSPS-T2-5 

OCNUSPS-T2-1, 3-4, 6 
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Robert  Kalenka (USPS-T-3) 

Office of the  Consumer  Advocate 

e 

e 

United  Parcel  Service 

lnterroaatories 

OCNUSPS-T3-1 
OCNUSPS-T1-11 b redirected  to  T3 

OCNUSPS-T3-4,6 

Respectfully  submitted, 
A 

Steven W. Williams 
Acting  Secretary 



INTERROGATORY  RESPONSES 
DESIGNATED  AS  WRITTEN  CROSS-EXAMINATION 

lnterroaatory 

United  States  Postal  Service 

Institutional 
OCNUSPS-T1-20  redirected  to  USPS 
OCNUSPS-T1-25  redirected  to  USPS 
OCNUSPS-T2-2  redirected  to  USPS 

Thomas  Scherer  (USPS-T-1) 
APMU/USPS-T1-1 
APMU/USPS-T1-2 
APMU/USPS-T1-3 
APMU/USPS-T1-4 
APMU/USPS-T1-5 
APMU/USPS-T1-6 
APMU/USPS-T1-7 
APMU/USPS-T1-8 
NMUSPS-T1-1 
NMUSPS-T1-2 
NMUSPS-T1-3 
NMUSPS-T1-4 
NMUSPS-T1-5 
OCA/USPS-T1-1 
OCA/USPS-T1-2 
OCNUSPS-T1-3 
OCNUSPS-T1-4 
OCNUSPS-T1-5 
OCNUSPS-TI -6 
OCNUSPS-T1-7 
OCNUSPS-T1-8 
OCNUSPS-T1-9 
OCNUSPS-T1-10 
OCNUSPS-T1-11  a 
OCNUSPS-T1-1 IC 
OCNUSPS-T1-12 

Desianatina  Parties 

OCA 
OCA 
OCA 

OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
NAA 
NAA 
NAA 
NAA 
NAA 
UPS 
UPS 
OCA 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
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lnterroaatory 
OCNUSPS-T1-13 
OCNUSPS-T1-14 
OCNUSPS-T1-15 
OCNUSPS-T1-16 
OCNUSPS-T1-17 
OCNUSPS-T1-18 
OCNUSPS-T1-19 
OCNUSPS-T1-21 
OCNUSPS-T1-22 
OCNUSPS-T1-23 
OCNUSPS-TI-24 
POlR  No. 1,  Question  1 
POlR  No.  1,  Questions  2  and  3 

Jonathan  Levine (USPS-T-2) 

APMUIUSPS-T2-1 
NAA/USPS-T2-1 
NAA/USPS-T2-2 
NAA/USPS-T2-3 
NAA/USPS-T2-4 
NAAIUSPS-T2-5 
NAA/USPS-T1-6  redirected  to T2 
NAA/USPS-T1-7  redirected to 12 
NAA/USPS-T1-8  redirected  to  T2 
OCNUSPS-T2-1 
OCNUSPS-T2-3 
OCNUSPS-T2-4 
OCNUSPS-T2-5 
OCA/USPS-T2-6 

Robert  Kalenka (USPS-T-3) 

OCNUSPS-T3-1 
OCA/USPS-T3-4 
OCNUSPS-T3-6 
OCNUSPS-T1-11 b redirected  to 13 

Desianatina Parties 

UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
UPS 
OCA 
NAA 

OCA 
N A A  
NAA 
NAA 
NAA 
NAA 
NAA 
NAA 
NAA 
UPS 
UPS 
UPS 
OCA 
UPS 

OCA 
UPS 
UPS 
OCA 
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United  States  Postal  Service 

Institutional 
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RESPONSE OF THE UNITED  STATES  POSTAL  SERVICE  TO  INTERROGATORY 27 
~ OF THE OFFICE  OF  THE  CONSUMER  ADVOCATE 

. OCAllJSPS-T1-20. Please  refer to the Attachment to OCA/USPS-T3-5,  which is a  copy 
of an envelope  from  Firstar  Trust  Services. 

a. The  upper  right-hand  corner of the  envelop  displays  a  presort First-class permit 
and a  printed  Priority  Mail  "label."  What  does the Postal  Service call the printed 
Priority  Mail  "label?"  What  is  the  effect on the Postal  Service  of  displaying the 
Priority  Mail label and the presort First-class permit on the same  mail  piece? 
Please  explain. 

ounces.  Please  explain  how  this  mail  piece  would be classified in the IOCS  and 
the RPW. 

b. Assume the contents  and  envelop  from  Firstar  Trust  Services weigh 12.2 

RESPONSE: 

a. This  mail  piece  does  not  appear  to  have been prepared in accordance 

with the regulations  for  rate  markings in Domestic Mail Manual M012  and 

E120. A mail  piece  must be marked to show the class of service  and/or 

rate  paid. The "Priority  Mail"  Label 107 rate  marking to the left of the 

indicia  and the "PRSRT  FIRST-CLASS"  rate  marking in the indicia  conflict 

with  each  other.  (Note:  the  printed  label is smaller  than a USPS-issued 

Label 107, while  the First-class permit  imprint  appears to be 

approximately the correct  size;  therefore, it can  only be surmised  that  a 

Label 107 was  scanned  and  copied to the mail  piece on a  smaller  scale.) 

Normally,  at the time  of  mailing,  the  acceptance  unit would refuse to 

accept  such  a  mail  piece  because it bears  a  dual rate marking. The mailer 

would be asked  to  obliterate the incorrect  rate  marking, so that only the 

correct  rate  marking  appears.  If,  however, such a piece is found in the 

mail  stream, the finder  should call the mailing office (as  indicated on the 

indicia) to determine  the  correct  postage  rate and mark the piece 

accordingly. 
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TO OCA  INTERROGATORIES 

2 8  

(Response to OCNUSPS-T1-20 continued) 

b. DMM 56, Section  P040.3.0  (Indicia  Content)  states that a  permit 

imprint  indicia on First-class Mail or Priority  Mail must show  "First- 

Class  Mail" or "Priority  Mail"  (or  "Priority") as applicable. The 

example cited has "PRSRT  FIRST-CLASS"  displayed in the indicia. 

Therefore,  RPW  data  collectors  would  record  this mail piece as 

First-class Presorted  Mail  (Private).  IOCS  data  collectors  would 

record  this  mail  piece  as First-class Mail  with  a  marking  of  PRSRT. 



-._ 

. X t f R S M  a -Trust Services 
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ADDRESS SERVICE REQUESTED 
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RESPONSE OF THE  UNITED  STATES  POSTAL  SERVICE  TO  INTERROGATORY  OF 
THE  OFFICE OF THE  CONSUMER  ADVOCATE 

OCNUSPS-TI -25. 

Please refer to your  testimony at page  2,  lines  18-20,  and page 3, line 1. 

a. 

b. 

C. 

d. 

e. 

f. 

9. 
h. 

Please confirm that some  Priority Mail pieces are “letters” as that term is defined  at 
39 C.F.R. §310.l(a). If you do not  confirm,  please  explain. 
Please confirm that the discounts  proposed in this docket will be available  for 
“letters” and  non-”letters.“ If you do not  confirm, please explain. 
Please confirm that an “extremely  urgent letter” may be carried outside  the  mail 
without paying postage under certain circumstances described at 
39 C.F.R. §320.6(a)-(c). If you do not  confirm, please explain. 
Please confirm that according to 39  C.F.R.  §320.6(a)-(c),  a  one-pound  “letter“ 
delivered outside the  mail in more  than  24  hours  would not be considered  extremely 
urgent unless the carrier  charged  at  least $7.00. If you do not confirm,  please 
explain. 
Please  explain  how  a  discount  from  a  $3.50  rate  would  discourage  mailers of one- 
pound  pieces  from  using  a  different  carrier  and  paying $7.00 per piece. 
Please confirm that the Postal  Service  could  eliminate competition for  Priority  Mail 
”letters” by  amending 39 C.F.R. §320.6(a)-(c). If you do not confirm,  please  explain. 
What proportion of ADP’s  Priority  Mail  volume  consists of “letters”? 
Please confirm that ADP  would  have  to  pay  at least $7.00 per piece to send  its 
Priority  Mail “letters” outside  the  mail. If you do not  confirm, please explain. 

RESPONSE: 

The  relationship  between  these  questions  and  the  cited  testimony is not  apparent. 

a. Confirmed. 

b.  As  with  current  rates,  the  proposed  rates will be available to all matter mailed as 

Priority  Mail. 

c.  The Postal Service  has  established  a  suspension from the general  postage 

payment  requirements for privately  carried  letters in the Private Express  Statutes 

for “extremely urgent” letters.  See  39 C.F.R. section 320.6. 
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RESPONSE OF THE UNITED  STATES  POSTAL  SERVICE  TO  INTERROGATORY OF 
THE  OFFICE  OF  THE  CONSUMER  ADVOCATE 

d. Confirmed, that under  section  320.6,  a  privately carried one-pound letter  would be 

presumed  “extremely  urgent” if the  price paid for  its carriage was at least  twice  the 

applicable $3.50  Priority  Mail  postage. 

e. The question refers to mail “pieces,”  not  letters.  The terms of section 320.6  only 

affect privately carried  letters,  not  the  relatively  infinite  variety of other one-pound 

matter that a  sender  might  pay  a  Priority Mail competitor to deliver. Thus, for the 

bulk mailers of  the infinite .variety of one-pound  non-letter matter (the private 

carriage of which is not  subject to section  320.6), it seems that a  discounted  Priority 

Mail presort rate could  be  viewed  as  more  attractive than the current Priority  Mail 

$3.50 rate or the rates  that  a  competitor  would  charge to deliver the same  matter. 

There  are, of course,  considerations  other than cost  that affect choice of delivery 

service. As for whether  Priority  Mail  presort  discounts  will affect whether  bulk 

Priority Mail letter senders  opt for the  services of Priority Mail competitors  (whose 

prices for letter carriage  are  affected by section  320.6).  the answer would  seem to 

depend on the degree to which  considerations  other than price come into play. 

f. Suspensions of the Private  Express  are  enacted on the basis of considerations of 

the public interest.  See  39 U.S.C. section  601(b).  The Postal Service could  only 

“eliminate competition for Priority  Mail ‘letters’” if it could justify that doing so was  in 

the  public  interest. 
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RESPONSE  OF  THE  UNITED  STATES  POSTAL  SERVICE  TO  INTERROGATORY  OF 
THE  OFFICE  OF THE CONSUMER  ADVOCATE 

9- 

h. 

The  Postal  Service  has  not  conducted an inspection  or legal analysis of ADP’s  mail 

that  would  permit  a  precise quantification of the  degree to which  such  matter 

constitutes  “letters,”  as defined by 39 C.F.R.  section 31 0.1 (a). First-class Mail  and 

Priority Mail are sealed  against  inspection.  The Postal Service is otherwise  aware 

that  some of the  matter  processed  by  ADP  falls  within that definition. 

Confirmed,  assuming  the  private  carriage  otherwise  could  not  qualify  for  any of the 

Private  Express  exceptions or the other  suspensions. 
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RESPONSE OF THE  UNITED  STATES  POSTAL SERVICE 
TO INTERROGATORY  OF  THE  OFFICE OF THE  CONSUMER  ADVOCATE 

OCA/USPS-T2-2. 

Please  refer to your  testimony  [USPS-T-21 at page 3, lines 15-1 6, which 
identifies  the  Linear  Induction  Parcel  Sorter (LIPS) as one of four  operations in 
MODS  specific to Priority  Mail  distribution. 

a.  Please confirm that the Linear  Induction  Parcel Sorter is  a  mail 
processing  operation,  or  part  thereof, in the  Management 
Operating  Data  System. If you  do  not  confirm, please explain. 

b. Please confirm that the Postal Service  provided  information, 
regressions,  and  analyses of LIPS  as  part  of, or in conjunction  with, 
the  testimonies of witnesses  Bradley  and B o z o  in Docket  Nos. 
R97-1  and  R2000-1. 

I .  If you do not  confirm,  please  explain the relevance of 
the  analysis of LIPS in this  proceeding,  given  its 
absence in Docket  Nos.  R97-1  and  R2000-1:  and 

ii. If you do confirm,  please  provide citations to the 
testimony,  exhibits  and  library  references in the 
referenced  dockets,  or  copies of the  information  used 
in those  dockets,  relating  to  LIPS. 

RESPONSE: 

a. Confirmed that six  MODS  three-digit  operation  numbers are defined for LIPS 

operations.  The  following  table  provides  the  LIPS  operation  numbers  and 

brief  descriptions: 

Operation # Description 
254  LIPS  OUTGOING  PREF 
255  LIPS  OUTGOING  STANDARD 
256  LIPS  INCOMING  PREF 
257  LIPS  INCOMING  STANDARD 
258  LIPS-PRIORITY,  OUTGOING 
259  LIPS-PRIORITY,  INCOMING 
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RESPONSE  OF  THE  UNITED  STATES  POSTAL  SERVICE 
TO  INTERROGATORY OF  THE  OFFICE  OF  THE  CONSUMER  ADVOCATE 

(RESPONSE to OCA/USPS-T2-2  continued) 

b.  Partly  confirmed. The LIPS  operation  numbers  listed in the  response  to  part 

(a) of  this  interrogatory  were  defined  in  FY  1997.  Therefore, the operation 

numbers  were  not  defined  during  the  period,  ending in AP 13 of FY  1996, 

covered  by  Dr.  Bradley’s  mail  processing  data  set in Docket No.  R97-1  and 

Dr.  Bradley  conducted no analysis  pertaining  to LIPS operations in that 

proceeding. In Docket No. R2000-1,  the  MODS  cost  pools  for  Small  Parcel 
- 

and  Bundle  Sorter (SPBS) operations  included  the  LIPS  operation  numbers. 

Consistent  with the MODS  operation  and  cost  pool  definitions,  the  SPBS 

operation  groups used in Dr. Bozo’s analysis  included  the LIPS operations 

for  the FY 1997  and  FY  1998  observations.  Dr. B o z o  provided and 

analyzed LIPS data  to  the  extent it was  included in the  SPBS  operation 

groups. 

i. Not  applicable. 

ii. Please see Docket No. R2000-1,  USPS-T-10  (Kingsley)  at  20 

(description of LIPS  equipment);  USPS-LR-1-106 at 1-1 7 

(assignment of LIPS  operation codes to  cost  pools); USPS-T-15 

(Bozo) at 118,  120  (econometric  specification and  main results for 

SPBS  operation  group);  USPS-LR-1-107 at 7-8  (description of TSP 

program for  SPBS  operation  group). 
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United  States  Postal  Service 

Thomas  Scherer 
(USPS-T-1) 



RESPONSE OF POSTAL  SERVICE  WITNESS  SCHERER 
TO  APMU  INTERROGATORIES 

APMUIUSPS-T1-1. 
a.  Please  confirm,  based on your  cost  estimates, that for  each tier of the 

proposed  presort  discounts (i.e.,  the  ADC discount of 12 cents,  the 3digit 
discount of 16  cents,  and  the  5-digit  discount of 25  cents),  the  pass-through 
would  be  60  percent of estimated  cost  savings. 

b. If you  cannot  confirm, or if your  answer is anything  other than an  unqualified 
affirmative,  please  explain in detail. 

RESPONSE: 

a.  Confirmed, at  each  presort  tier,  the  pass-through is approximately 60% of 

estimated  cost  savings. 

b. The  60%  pass-throughs  are approximate due  to  rounding.  Applying  a  60% 

pass-through to the  estimated  cost  savings at  page  7  of  Witness  Levine’s  testimony, 

1 1.6 cents  for  an ADC  presort,  15.7  cents  for  a  3-digit  presort,  and  25.2  cents for a 5- 

digit  presort  were  obtained.  Consistent  with  base  rates in the  Priority  Mail  rate  schedule, 

these  discounts  were  rounded to the  nearest  cent,  resulting in 12 cents  for  an  ADC 

presort,  16  cents  for  a  3-digit  presort,  and 25 cents  for  a  5-digit  presort.  When these 

proposed  discount  levels  are  divided  by  Witness  Levine’s  estimated  cost  savings, 

implied  pass-throughs  of  62.2%  for  an ADC  presort,  61.3%  for  a  3-digit  presort,  and 

59.5% for  a  5-digit  presort - all approximately equal to 60% - result. 

3 6  
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APMUAJSPS-T1-2. 

a. At  pages 8-10 of your  testimony,  you  mention  certain  reasons for the 
conservative  pass-through of cost  savings  your  employ, but it is not clear why 
the  particular  percentage  figure (i.e., 60 percent)  was  chosen.  Please  explain 
in detail why  the  Postal  Service is proposing  such  a  low  percentage  pass- 
through of  the  cost  savings  that  would be realized  by  the  presort  preparations 
giving rise to the  various  discounts,  including  any  calculations  involved in 
making the pass-through  recommendation. 

b.  Did  you  consider  any  factors or contingencies that might  cause the estimated 
cost  savings to be even  greater  than  projected? If so, please  explain. 

RESPONSE: 

a. In proposing  the 60% cost  pass-through, I first  evaluated  the  risk of not fully 

achieving  the  cost  savings  estimated  in  Witness  Levine’s  testimony. In my  judgment, 

several  risk  factors - identified at  pages 8-1 0 of my testimony - warranted  a  relatively 

conservative  pass-through.  After  consulting  with  postal  management - and in particular 

getting  their  insight on cost  pass-throughs  proposed in other  filings - I developed the 

notion  that a pass-through in the  range  of 60-70% would  be  relatively  conservative. 

I chose  the  lower  end  of  this  range  in  order to minimize  the  effects of differing 

methodologies  espoused  by  the  Postal  Rate  Commission  and  the  Postal  Service  for 

estimating  the  volume-variability of mail  processing  costs. As discussed  at  page 3 of the 

Request (see also  footnote 2 on that  page),  Witness  Levine’s  cost  avoidance  estimates 

assume  the  Commission’s  costing  methodology. If the  Postal  Service’s  costing 

methodology  had  been  used,  cost  savings  would  only  have  been  about 57% of those 

estimated  (please  see  USPS-T-2,  Attachment  E). The proposed 60% cost  pass- 

through,  by  not  greatly  exceeding  that 57% factor,  drives a minimal  wedge  between the 

two competing  costing  methodologies. 
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Response to APMU/USPS-T1=2b. 

b.  The  risk  factors  identified  at  pages 8-10 of my testimony  acknowledge the 

possibility  that  cost  savings  from  the  proposed  Priority  Mail  presort  discount  could fall 

short of, or could exceed, Witness  Levine's  estimates. I only  discussed the downside 

risk in my testimony  because I wanted to try to avoid  setting  discounts that exceed  the 

cost  savings. I was  not  informed  by  Witness  Levine  of  any  other  factors or 

contingencies that could  cause  cost  savings to exceed his estimates. 
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‘RESPONSE OF POSTAL  SERVICE  WITNESS  SCHERER 
TO  APMU  INTERROGATORIES 

APMU/USPS-T1-3. 

a. If you  had  more  confidence  that  cost  savings  you have estimated  for the 
Priority Mail presort  experiment  are  accurate,  would  you  have  proposed  a 
higher  percentage  pass-through? 

b.  Assume that the cost  savings  currently  estimated for the  Priority Mail presort 
experiment  are  accurate. (i) What  percentage  pass-through  would  you 
recommend?  (ii) If less than 100 percent,  please  explain why. 

RESPONSE: 

a. I would  have  proposed  a  higher  percentage  pass-through if the  risk of not 

realizing  estimated  cost  savings  had  been  lower.  The  presence of risk  does  not mean 

that  the  cost  estimates  are  “inaccurate.” It just means  that there is a  variance  associated 

with  their  estimation. 

b. Witness  Levine’s  cost  estimates  apply to the  Test  Year (FY 2001). But  over 

time,  change  is  inevitable.  Before  the  experiment  is  over,  there  will be changes in the 

way Priority  Mail is handled  and  changes in other  cost  determinants  that  could  have an 

effect  on  the  cost  savings  realized  from  presorting.  Indeed,  reintegration of the  PMPC 

network,  which  is  underway,  is  a  risk  factor  mentioned  at  page 10 of my testimony.  With 

the  possibility  that  cost  savings  from  presorting  could,  over  time, fall below  current 

estimates, I would  be  hesitant to propose  a 100% pass-through,  even if I could  be 

absolutely  certain - in this  hypothetical  scenario - that  the  estimates are spot-on  for 

Fiscal  Year 2001. A  pass-through  less  than 100% would  guard  against  contribution 

leakage - and  a  shifting of the  institutional  cost  burden to mailers  not  participating in the 

experiment - in the future. 

3 9  
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TO  APMU  INTERROGATORIES 

APMUIUSPS-T14. 

Please  refer  to  your  testimony  starting  at page 10, line 17,  through page 11,  line 
3. You  state  that the proposed  discount  structure  "will  attract  more  mailer  interest 
than..  .the  old  discount"  and  you  "posit  that,  compared to the old presort  discount, 
relative  mailer  interest in the proposed  presort  discount  will  double to 1.2 - 1.8 percent 
of total Priority Mail volume." 

a. On average,  how  many  mailers used the old  Prionty  Mail  discount  before it 
was  discontinued? 

b. Is it your  position  that  the  volume  from the 10  or so mailers  who  ultimately 
qualify to participate in the  experiment  will be double the volume  of  Priority 
Mail  sent  under  the  old  (now  discontinued)  discount? 

c. Or  is it your  position  that if the  proposed  discount  were made available  to all 
Priority  Mail  users,  as  was  the old discount, the volume  from  the  proposed 
discounts  would  result  in  a  doubling?  Please  clarify  whether you are  talking 
about the volume  arising  solely  from  Phase I of  the  experiment,  or the volume 
likely to arise  either  from  Phase II of the experiment or from full 
implementation. 

d. If it  is  your  opinion  that  the  volume  from  those  mailers  who  participate in the 
experiment  will  amount  to 1.2 to  1.8  percent  of  total  Priority  Mail  volume,  what 
is your  estimate  of  the  percentage  of  Priority  Mail  that  would  take  advantage 
of the  presort  discount  if it were  made  available  to all Priority  Mail  users? 

RESPONSE: 

a. As indicated  in my response  to OCNUSPS-T1-16, for  Fiscal  Year  1998,  the 

last full year  in  which  the old Priority  Mail  presort  discount  was  in  place,  the  CBCIS 

database  shows  206  Priority  Mail  presort  mailers  mailing  from  213  locations. 

b. It is  my  position  that  the  10  or so mailers  who  ultimately  qualify  for  Phase I of 

the  proposed  experiment  will  account  for  a  doubling  of relative volume  compared  to  the 

old  Priority  Mail  presort  discount.  Since total Priority  Mail  volume  has grown since  the 

old  discount  was  eliminated,  this  implies  more  than  a  doubling of presort  volume. 

c. No, my  estimate  applies  only  to  Phase I of  the  experiment.  This  was 

acknowledged  at page 11.  lines  9-1 1 of  my  testimony, and in line 18 on page 1 of 

Attachment A to  my  testimony. 
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RESPONSE OF POSTAL SERVICE  WITNESS  SCHERER 
TO APMU INTERROGATORIES 

Response to- APMWUSPS-Ti 4 

d. I do not have  an estimate  for  the  Priority Mail volume  that  would be attracted to 

a presort  discount  available  to all qualified  mailers.  That is one of the reasons  for 

proposing an experiment:  mailer  interest  can be gauged, and data  necessary  to file for a 

potential  permanent  classification - which  would  give all qualified  Priority  Mailers  a 

presort  option - can be collected. 
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RESPONSE OF POSTAL  SERVICE  WITNESS  SCHERER 
TO APMU INTERROGATORIES 

APMU/USPS-T1-5. 

42  

The minimomvolume to qualify  for  the  presort  discount is 300 pieces  per  day (or 

a. Please  confirm  that  a  mailer  that  works 250 days a  year and just qualifies  for 

b. Please confirm  that  a  mailer  that  works 250 days a year and has double the 

500 pounds),  as  stated in your  testimony  at page 3 line 2. 

the  discount  will  produce  an  annual  volume  of  about 75,000 pieces. 

minimum  required  to  qualify for the  discount  will  produce  an  annual volume of 
about 150,000 pieces. 

RESPONSE: 

a. Not  confirmed.  My  testimony  at page 3, line 2 does  not  say  "per  day." The 

requirement of 300  pieces  or 500 pounds is per  mailing. It would not be necessary  to 

present a mailing every  day, so the  referenced  mailer  would  not  have to produce  annual 

volume  of 75,000 pieces. 

b. Not confirmed.  My  testimony  at page 3, line 2 does  not  say  "per  day."  The 

requirement  of  300  pieces  or  500  pounds is per  mailing. It would  not  be  necessary  to 

present a mailing  every  day, so the  referenced  mailer  would  not  have to produce  annual 

volume of 150,000 pieces. 
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TO APMU INTERROGATORIES 

A?NIU/USPS-TI -6. 
Please confirm  that if 10 participants in the  experiment  generate between 18.6 - 

18.9 million  pieces  annually,  then (i) on average each participant will produce  about 1.9 
million  pieces, and (ii) a participant  that  generates  about 1.9 million  pieces  annually  will 
exceed  the  minimum  requirement  by  approximately 25 times. 

RESPONSE: 

(i) Confirmed. 

(ii) Not  confirmed. The requirement  of 300 pieces  or 500 pounds  is  per 

mailing. The number of presorted  pieces  tendered  per  year will depend in part on 

the  frequency of mailings,  for  which  there  is no requirement in the proposed 

Priority  Mail  presort  discount.  Thus  there  is  no  minimum  annual  volume 

requirement  against  which  the 1.9 million  pieces  can be compared. 



RESPONSE OF POSTAL  SERVICE  WITNESS  SCHERER 
TO APMU  INTERROGATORIES 

APMU/USPS-T1-7. 

Please refer to your  testimony  at  page 4 line 6, which  states that the Postal 

a.  What  is  the  annual  Priority Mail volume of the  smallest  participant  expected  to 

b.  What is the annual  Priority  Mail  volume  of  the  second  smallest  participant 

c. Please  confirm  that if some  participants in the experiment  have annual 

Service will seek  participants of diverse  size. 

participate in the  experiment? 

expected to participate in the  experiment? 

volume of less than 1 million  pieces,  and  the  average  annual  volume  for all I O  
participants  is  about 1.9 million,  then  some  participants will necessarily have 
to have annual  Priority  Mail  volume in excess of 2 million  pieces. 

with  annual  volume in excess of 2.5  million? 
d.  What  is  the  Postal  Service’s  best  estimate of the number of Priority Mail users 

RESPONSE: 

a.  The  minimum  quantity  requirement  per  mailing  is  300  pieces  or 500 pounds. 

As stated  at  page 4, lines  9-13 of my testimony,  “The  Postal  Service  also  has  a 

preference  for  customers  who..  ..will  present  presorted mail on a  regular  or  continuing 

basis,  rather  than  infrequently  or  sporadically.” I can  therefore  venture  that the smallest 

participant in the  proposed  experiment will have  presorted  volume of at  least  several 

thousand  pieces  annually. 

b. My  expectations for annual  presorted  volume of the  second  smallest 

participant in the  experiment are not  materially  different than the expectations  for the 

smallest  participant  expressed in my response to part (a) above. 

c.  Confirmed. 

d. In Fiscal  Year  1999, 6 customers  (some  mailing from more than one location) 

and 7 customer  locations  had  Priority Mail volume in excess of 2.5 million pieces. 

44  
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TO APMU INTERROGATORIES 

0 .  Response to APMUIUSPSTT-Td (Cont;) 

Several more  customers and customer  locations  had  volume  just  below 2.5 million, so 

the  number  with  volume  exceeding 2.5 million  may  have  increased  since FY 1999. 

4 5  



RESPONSE OF POSTAL SERVICE  WITNESS  SCHERER 
TO APMU INTERROGATORIES 

APMU/USPS-T1-8. 

During the last two yearsaf the.old.,presort  discount (1 1 cents) for Priority Mail, 
what  was the estimated pass-ttrrrrugtrofmstsavings? 

RESPONSE: 

I am informed  that  the  cost  study  accompanying  the  Docket No. R90-1 Priority 

Mail presort  discount  filing  was not updated  when the discount  was  increased to 11 

cents  per  piece in Docket No. R94-1. In fact,  there  were no Priority Mail presort  cost 

studies of any sort subsequent to Docket No. R90-1.  Without  cost knowledge for the last 

two years of the old presort  discount, I am unable to say  what kind of pass-through was 

implied  by the 1  1-cent  discount. 

4 6  
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RESPONSE OF POSTAL  SERVICE  WITNESS  SCHERER 
TO NAA  INTERROGATORIES 

NAAIUSPS-TI-1. For  the most recent 12 month period for  which  data  are  available, 
please  provide: 

a. the  proportion of Priority  Mail  mailings  that  have  consisted of  at  least 300 

b. the  proportion  of  Priority  Mail  mailings that have  consisted of  at  least 150 
pieces  or at least 500 pounds; 

pieces or at  least 250 pounds. 

RESPONSE: 

a.  The  only  data  on  mailing  sizes  available to me  are  from  a  special  tabulation - 
"Revenue,  Pieces  and  Weight  by  Zone  and  Mailing  Size" - prepared by  a  Postal 

Service  contractor  from  PERMIT  System  data.  The  tabulation  covers  Postal  Service 

Quarters 3 and 4 of 1999, and 1 and 2 of 2000. PERMIT  System  Priority  Mail  accounts 

for  about 21 % of total  Priority  Mail  volume  and 24% of  total  Priority  Mail  weight. No 

information  on  mailing  sizes  is  available  for  non-PERMIT  System  mailings. 

For Q3 1999 - Q2 2000, total PERMIT System Prionty Mail volume was 

257,787,950 pieces  from 315,654 "transactions"  (from  what I understand,  comparable to 

"mailings").  The  total  weight  was 549,892,675 pounds. On average,  there  were 81 7 

pieces  per  transaction  and 2.13 pounds  per  piece. 

The  tabulation  does  not  provide a breakout  for  mailings  above  and  below 300 

pieces,  but  does  for 200 and 500 pieces.  There  were 94,223 transactions (29.9% of the 

total)  of 500 or  more  pieces,  with  total  volume  at 226,331,743 pieces  and  total  weight  at 

461,341,372 pounds.  The  average  number  of  pieces  per  transaction  was 2,401, and  the 

average  number  of  pounds  per  piece  was 2.04. There  were 157,824 transactions 

(50.0% of  the  total) of 200 or  more  pieces,  with  total  volume  at 246,843,261 pieces  and 

total  weight  at 51  3,564,205 pounds.  The  average  number  of  pieces  per  transaction  was 

1,564, and the  average  number  of  pounds  per  piece  was 2.08. 
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RESPONSE OF POSTAL SERVICE WITNESS SCHERER 
TO NAA INTERROGATORIES 

Response to NAAlUSPS-Ti -la (Cont) 

So, the  proportion of PERMIT System Priority Mail  transactions  that  consisted of 

at  teast 300 pieces  is  somewhere  between 29.9% and 50.0%. The tabulation  provides 

data  only by mailing size, not  by  mailing  weight, so the proportion of transactions 

consisting of at  least 500 pounds  is  not  known. 

b. The  tabulation  “Revenue,  Pieces  and  Weight  by  Zone  and  Mailing  Size”  does 

not provide a breakout at 150 pieces.  Please see my answer  to part (a) above. No data 

are provided by mailing  weight, so the  proportion of transactions  consisting of at  least 

250 pounds  is  not  known. 
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RESPONSE OF POSTAL  SERVICE WITNESS SCHERER 
TO NAA? tNTERROGATORlES 

NMUSPS-TI -2. For the  most recent1 2 montbperiod for which data  are  available, 
please  provide: 

a. the  approximate  number of  Prionty mailers  that  entered  mailings  of  at  least 

b.  the  approximate  number of Priority mailers  that  entered  mailings of at  least 
300 pieces or at  least 500 pounds; 

150 pieces or at  least 250 pounds 

RESPONSE: 

a. No information  is  available  on  the  number of mailers with mailings  of  various 

sizes. 

b. No information  is  available  on the number  of  mailers  with  mailings of various 

sizes. 



RESPONSE OF POSTAL SERVICE WITNESS SCHERER 
TO NAA INTERROGATORIES 

NAAILISPS-T?S. Please refer to your response to Presiding officer's Information 
Request No. 1. Question 3. 

a. Who  within  the  Postal  Service  would  have  the  responsibility of establishing 
the  minimum  piece  and/or  pound  requirements? 

b.  Would you be  involved in establishing  the  minimum  piece  and/or  pound 
requirements? 

c.  What  minimum  piece  and/or  pound  requirements  do  you believe  would  be 
appropriate  for  the  discounts  that  you  propose?  Piease  explain  why? 

RESPONSE: 

a.  The  following  areas of the Postal Service  will  share  responsibility for 

establishing  these  requirements:  Mail  Preparation  and  Standards. a section of the 

Pricing  and  Product  Design  Department;  the  Operations  Department; 

Expedited/Package  Services  (E/PS);  Pricing,  a  section  of  the  Pricing  and  Product 

Design  Department;  and  Special  Studies,  a  section of the  Finance  Department. 

b. As a  member  of  the  Pricing  section of Pricing  and  Product  Design, it is 

possible  that I will  have  a  hand in  establishing  these  requirements. 

c. I believe  that  appropriate  minimum  piece  and/or  pound  requirements  are as 

stated  in  my  response to POlR No. 1. Question 3: consistent with Postal  Service 

handling  practices,  and  with  container  utilization  and  weight  capacities. 

5 0  
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TO NAA  INTERROGATORIES 

NAA/USPS-T14. Would a Priority Mailing of 300 one-pound  pieces, of which 150 sets 
of two pieces  each  were  presorted  to 150 different 5digit ZIP Codes,  be  eligible for the 
proposed  discount  (assuming that the  mailer  were  accepted  as a participant in the 
experiment)? 

RESPONSE: 

No, such  a  mailing  would  not be eligible for the  proposed 5digit presort  discount. 

As  pointed out in Witness  Levine's  response  to NAAIUSPS-T2-3, two-piece  separations 

could  not  be  considered  as  presorted.  Accordingly,  the  minimum  number of pieces  per 

container  will  certainly  exceed  two  pieces. 
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AIUSPS-11-5. Please  confirm  that it is your  understanding  that  the cost estimates 
provided  by  witness  Levine  upon  which  you  base  your  recommended  discounts  do  not 
require a minimum  volume of pieces at any  particular  level of presort. If you  cannot 
confirm, please explain why not. 

RESPONSE: 

Not confirmed.  As  explained in Witness  Levine's  response t0 NAAlUSPS-T2-3, 

his cost estimates  assume  minimum  container  volumes so that  presorted  mail  is 

prepared  as  described  in his response  to NAAIUSPS-T2-2. 



RESPONSE OF POSTAL SERVICE WITNESS SCHERER- 
TO OCA INTERROGATORIES 

OCAIUSPS-Tl-'I. Please  refer  to  your  testimony  at  page 5, lines 19-21, where it 
states  that the Priority Mail  presort  discount  eliminated in Docket No. R97-1 
"limited  flexibility"  because  of its 'density-based  sequential  sorting 
requirements.. .." Please  explain in detail how four  levels of 'density-based 
sequential  sorting  requirements"  limited  flexibility  for  mailers.  Please  explain  how 
the proposed  experiment  differs  from  an  arrangement with 'density-based 
sequential  sorting  requirements." 

# 

RESPONSE: 

The  'density-based  sequential  sorting  requirements," as I c a l l  them, of the 

Prionty Mail  presort  discount  eliminated in Docket No. R97-1, are  described in 

Section M120.2.7 of Domestic  Mail Manual (DMM) 53. 

For  flats  or  letters, a five-digit sort was  required if a 15-pound  sack sorted 

to 5 digits could  be  prepared. A lighter  sack sorted to 5 digits  could  optionally  be 

prepared with a minimum of 6 pieces. I f  not a 5-digit sort, a 3-digit sort was 

required if a 15pound sack sorted to 3 digits  could be prepared. A lighter sack 

sorted  to 3 digits  could  optionally  be  prepared  with  a  minimum of 6 pieces. If not 

a 54igit or 3-digit sort, an SCF sort was required if a 1 Spound sack sorted to 

SCF could  be  prepared. A lighter  sack  sorted  to SCF could optionally  be 

prepared  with  a  minimum  of 6 pieces. If not a 5-digR. Wigit or SCF sort,  an ADC 

sort was optional. 

For parcels, a fivedigit sort  was  required if 6 or more  pieces  sorted to 5 

digits could be prepared. If not a Wigit sort, a 3digit sort was required if 6 or 

more pieces sorted to 3 digits could be prepared. If not a Mig i t  or 34igit sort, 

an SCF sort  was  required if 6 or  more pieces sorted to SCF could be prepared. If 

not a Migit,  3diglt or SCF sort, an ADC sort was optional. 

5 3  
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These mles required presort mailers to check their  densities  first at 5 

digits, then  at 3 digits, then at SCF, then at ADC. This was onerous  compared to 

the  current Priority Mail presort proposal. under  which  any of three  presort  levels 

- Sdigit, 3digit or ADC - can be chosen as an option  regardless of densities-t 

the  other two presort levels.  Under  the  current proposal, mailers have the . 

flexibility  to  choose any of three (or any two, or all three)  presort  options. 

Previously,  presort  choice was limited by the  sequential  sorting requirements. 
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RESPONSE OF POSTAL SERVICE WITNESS SCHERER 
TO OCA  INTERROGATORIES 

OCNUSPS-T1-2. Please  refer  to your testimony  at  page 9, lines 6-8, which 
states, The first  risk  with  respect to htlly  realizing  estimated  cost  savings  is  that 
presort  volume  may  have  different  characteristics  from  the  overall Prionty Mail 
profile.’  Please  provide  data  on the  mail  mix  characteristics of the  Priority  Mail 
volume  that  qualified  for  participation  in  the  previous  Priority  Mail  presort  discount 
program.  What is the  current  flats-parcel  mix of ADP? 

e 

RESPONSE: 

The  flats-parcel  mix  in  the  previous Priority Mail  presort  discount  program 

is not known. I do know that  the  majority of presort  mailers  had  average  realized 

revenue  per  piece (total  revenue + total number of pieces) of $2.89, indicating 

that  they  were  exclusively  mailing  pieces 2 pounds  and  under ($3.00 Wepound 

base  rate  minus $.11 presort  discount). 

I am  informed  by  Witness  Kalenka (USPS-T-3), Senior Vice President  at 

ADP, that ADP’s current  mail  mix  is 100 percent  flats  and  letters, 0 percent 

parcels. 

As indicated  on  page 4, lines 5-6 of my testimony - 70 learn as much as 

possible from the  experiment,  the  Postal  Service will seek  participants  of 

diverse .... mail  characteristics  (e.g..  shape)’ - both mailers  who  predominantly 

mail  flats  and  mailers who predominantly  mail  parcels  will be solicited for the 

proposed  Priority  Mail  presort  discount. 



RESPONSE OF POSTAL SERVICE  WITNESS  SCHERER 
TO OCA INTERROGATORIES 

OCNUSPS-TIS. Please  refer to your  testimony at page 9, lines 17-18, which 
states, "A second  mitigating  factor is that  the Postal Service has limited 
experience  with  Priority Mail worksharing."  Please  explain in detail how  Priority 
Mail worksharing is different  from  other  types  of  worksharing. 

RESPONSE: 

I have not  testified  that Priority Mail  worksharing is different  from  other  types  of 

worksharing. I have  only  said  that  Priority  Mail is characterized  by  comparatively 

little worksharing  experience. This reduces  the  amount of within-subclass 

information  that  can  inform  the  development of worksharing  discounts. In my 

judgment,  the  lack of within-subclass  information  introduces an element of 

uncertainty that warrants  some  mitigation of the  cost  pass-through. 

5 6  



57 

e 
t 

RESPONSE OF POSTAL SERVICE WITNESS SCHEKEK 
TO OCA INTERROGATORIES 

OCAICISPS-TI4 Please  refer to your  testimony  at  page 10. lines 7 and 8. 
a. Please  describe in detail  "the  proposed  presort  discount's  containerization 

b. Please  describe  the  differances, if any, from the  current Priority Mail 
. requirements.. 

containerization  requirements. 

RESPONSE: 

a. Containerization  and  other  'make-up"  requirements  have  not  been 

finalized for  the  proposed  Priority  Mail  presort  discount.  Eventually  there will be 

such  requirements,  which  will be similar to those for worksharing  discounts in 

other mail  classes.  The  requirements  will  specify  whether  presorted  mail should 

be  presented in tubs,  trays  or sacks. They  may in some instances be tailored  to 

customer  and  entry  location,  depending  on such factors as the  type of 

transportation to be used  at  the  entry  location.  For  example, I anticipate  that 

presorted  mail  will  be  accepted on pallets only if the  facility  accepting  the  mailing 

plans to ship the mail to its destination by surface transportation. Pallets cannot 

be  transported by air because  they  are  not  accepted by  commercial  airlines. 

b. I am informed by the USPS Office of Mail  Preparation and Standards  that 

cunently  there  are no containerization  requirements  for Priority Mail. 

e 
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TO OCA INTERROGATORIES 

OCNUSPS-116. Please  refer  to  our  testimony  at  page 10, lines 20-23 (sic), 
where i! states, The Postal Service  believes  that  the  proposed  new  presort 
discount's  flexibili ty... will attract  more  mailer  interest  than ... the old discount." 
Please confirm that the Postal  Service's belief is based in part  on  discussion  with 
potential Priority Mail  presort  mailers. 
a. If you  do  not  confirm,  please  explain  the  basis  for  your  assumption  that  the 

proposed discount wi l l  double the volume of presorted Priority Mail. as 
compared to the  volume of the old  presort  discount. 

b. If you do  confirm,  please  provide the number of potential  Priority  Mail  presbrt 
mailers  with  whom  the  Postal  Service  discussed the proposed  Priority  Mail 
presort discount 

RESPONSE: 

Confirmed. 

8. Not applicable. 

b. I personally  discussed  the  proposed Priority mail presort discount  with  one 

mailer, ADP, represented by Witness  Kalenka (USPS-T-3), who  expressed 

ADP's interest in the  proposal,  as  indicated  in  his  testimony.  Other  Priority 

Mailers  were  made  aware  that  a  presort  proposal was under  development  from 

industry  (e.g.,  trade  association)  meetings  and  through  contact  with  the  Postal 

Service  sales  organization. The number  of  mailers  that  were so informed is not 

known.  Before  the  presort  discount  was filed, Postal  Service  management 

indicated to me  that at least a few  mailers  had  expressed  interest in the  proposal. 

Independent of mailer  sentiment, I formed the a priori notion  that, based 

on  the  greater choice given  mailers, the proposed  presort  discount will attrad 

more  mailer  interest  than the old discount. This was the main  basis  for  positing a 

doubling of presort  volume in relation to totai Priority Mail volume. 



RESPONSE OF POSTAL SERVICE WITNESS SCHERER 
TO OCA INTERROGATORIES 

OCNUSPS-T1-6. Please refer to your testimony at pages 15 and 16, lines 23 
and 1, respectively,  where it states  that the two-to-threeday  package  8nd 
document delivery 'market is approximately 2 billion  pieces  per year."  Please 
provide any data, the source, and the  methodology used to arrive at  this  figure, 
or other information, that substantiate this statement. 

RESPONSE: 

I based my statement on the  best  information available to me, the attached  table 

from 'Competitor  and Total Package  Delivery  Market Growth Projections,' by ' 

The  Cologmphy Group, Inc. That document  estimates the total  market  for two- 

@ 

and threeday delivery in 1999 at 1,939 million  pieces.  This  figure is aggregated 

from estimates for different  competitors in the market. I do not know how 

Colography developed the individual competitor estimates. 

5 9  
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RESPONSEOF POSTAL  SERVICE N\r;TNESS SCHERER 
TO OCA INTERROGATORIES 

OCAIUSPS-TI-?. Please  refer to your  response to OCNUSPS-TI-1. 
a. Please  confirm  that the "density-based  sequential  sorting  requirements" 

desm'bed in Section  M120.2.7 of Domestic  Mail  Manual  (DMM) 53 were 
specified  by  the  Postal Senrice. If you do not confirm,  please  explain. 

b. Please  confirm  that the DMCS language  establishing  the Priority Mail presort 
discount  eliminated In Docket No. R97-1 authorized the Postal  Service  to 
determine  the  machinability,  addressing,  and  other  preparation  requirements. 
If you do not  confirm,  please  explain. s 

c. Please  identify  any  differences  between the DMCS language  establishing  the 
Priority Mail presort  discount  eliminated in Docket No. R97-I and  the  DMCS 
language  proposed  for the Priority  mail  presort  discount in this proceeding, 
and  explain  the  significance of those  differences. 

RESPONSE: 

a. Confirmed. 

b. Confirmed.  Referring to PRC Op.  R90-1*  Appendix 111, "Recommended 

Changes in the  Domestic  Mail  Classification  Schedule"  (which  established the 

old  Priority  Mail  presort  discount),  at  page 4: §100.0232, 'Presorted  Priority  Mail 

is Priority  Mail  which  is  presented in a single  mailing of 300 or  more  pieces, 

properly  prepared  and presorted." However, it should  be noted  that the DMCS 

language  recommended in Docket No. R90-1 was  based on the classification 

proposal of USPS witness  Lyons  (USPS-T-18)  whose  testimony, at Workpaper 

III.C.1,  page 11 specified the  density-based  sequential  sorting  requirements 

reflected in the  Domestic  Mail  Manual  implementing regutations. 

c. Any  comparison of the f o m r  Priority Mail presort categories  and  those 

proposed here also should  include  reference to the Rate  Schedules.  Accordingly, 

Attachment B in the MC2001-1 Request, "Proposed Changes in the Rate 

Schedules,"  should  be  considered  along  with  the  pmposed DMCS changes in 

Schedule k Footnote 4 in Attachment B indicates that three presort levels - 
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TO OCA INTERROGATORIES 

ADC, adigit, and 5-digit - will be available to Priority Mailers participating in the 

proposed  experiment. In contrast,  the Priority Mail  presort  Rate  Schedule 

footnote  eliminated in Docket No. R97-7 established  one  discount  irrespective of 

the level of presortation.  The Postal Senrice  concedes that the proposed 

experimental DMCS wording  may  not  make  explicitly  clear a key  distinction 
d 

between  the  proposed  presort  discount  and the presort  discount  eliminated In 

Docket No. R97-1: choice of any  (or  any two, or all three) of the  three  presort 

levels,  regardless of densities  at  the  other  presort  levels.  However, the 

exclusion of such a requirement is apparent when  one  compares  my  testimony to 

that of witness Lyons from Docket No. R90-7. 
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TO OCA INTERROGATORIES 

OCANSPS-T1-8. Please  refer to your  responses  to OCNUSPS-T1-1 and 
OCNUSPS-T1-4 (a). 
a. In the  last  paragraph of your  response  to OCA(uSPS-TI-1 , you  state,  "This 

[density  requirement  at  each  presort  level]  was  onerous  compared  to the 
current  Prionty  Mail  presort  proposal,  under  which  any of three  presort  levels 
- Sdigit, 3digit or ADC - can be chosen as an option  regardless of densities 
at the other two presort  levels."  Please  confirm  that  neither the  density 
requirement  at  each  presort  level  nor  the  ability to choose any of three  presort 
levels  regardless of densities  at  the  other two levels is spedfied in the D K S  
language  proposed  for  the Priority Mail  presort  discount in this  proceeding. If 
you  do  not  confirm,  please  explain. 

b. Please  confirm  that  the  quoted  statement in part a. above  describes,  at  least 
in part,  make  up  requirements  for  the  proposed  Priority  Mail  presort  discount. 
If you do not confirm,  please  explain. 

c. Please  reconcile  the  quoted  statement in part  a.  above with  your  response in 
OCNUSPS-TI4 (a), where it states  'Containerization  and  other  'make-up' 
requirements  have not been  finalized  for  the  proposed Priority Mail  presort 
discount." 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

c. The  choice of three  presort  levels (5digit. %digit,  or ADC) is made  clear in 

my testimony  at  page 2, lines 18-20 and  page 3, line I. While  make-up 

requirements  have  not  been  finalized, it is known  that  the  choice of presort  level 

will not be  contingent  on  minimum  densities  at - or any  other  features  of - the 

other  optional  presort  levels.  Accordingly, no restrictions on the choice of three 

presort  levels  were  mentioned in my  testimony.  This  stands in contrast to 

witness Lyons's  testimony in Docket No. R90-1, which  explicitly  stated  the 

contingency of presort  requirements on densities  at  other  presort  levels. 



Please note, too, that i did  not  try to define  or  in  any way describe  make- 

up requirements in the cited quote. 1 only made reference  to  them. I could not 

define  or describe the make-up requirements  because  they  had  not  been 

finalized. So there is no contradiction with my response to OCAlUSPS-T1-4. * 
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OCNUSPS-Ti -9. Please  refer  to  your  response to OCNUSPS-TI -2. 
a. Since  January 7,2001, what is the  proportion of flat-  and  parcel-shaped 

b. For FY 2000, what  was  the  proportion of flat-  and  parcel-shaped  pieces 

c. For FY 2000, what  was the proportion  of  flat-  and  parcel-shaped  pieces 

pieces  weighing  one pound or  less in Priority  Mail? 

weighing  one  pound or less in Priority  Mail? 

weighing two pounds or less in Priority  Mail? 
# 

RESPONSE: 

. As provided by USPS Statistical  Programs, in the Finance  Department: 

a. From  January 7,2001 to March 23,2001,52.36% flats, 47.64% parcels. 

b. 55.13% flats, 44.87% parcels. 

a 
c. 43.12% flats, 56.88% parcels. 

These data are  based  on RPW samples. It is  assumed  that all flat  rate 

envelope  mail is flat-shaped,  which is not  strictly  true - it is possible to stuff a 

Priority Mail  flat  rate  envefope  to  greater than -75 inches  thick,  and  indeed, 

PERMIT data show a small amount of parcel-shaped  Priority  Mail  flat  rate 

envelopes.  The  data  also  exclude  small  amounts of letters and cards. The 

percentages -which sum to 100% -therefore  only  represent  shares of total  flat 

and  parcel volume. 
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I 

OCAIUSPS-T1-10. Please  refer to your response  to OCA/USPS-T1-2. 

a. How many  presort  mailers took advantage of the Priority Mail presort discount 
eliminated in Docket No. R97-l? - 

b. How many of the  presort  mailers ‘had average realized  revenue  per  piece” 
equal to the two-pound rate? 

RESPONSE: 

a. First off, I would like to correct the assertion in my response to 

OCNUSPS-Tl-2 that average realized revenue  per  piece.of $2.89 

necessarily indicates mail pieces exclusively two pounds and  under. Such 

an  average  realized  revenue per piece could also derive from flat rate 

envelopes, which can be above or below two pounds in weight. 

According to  the Corporate Business Customer Information System 

(CBCIS), which is believed to capture all but a small percentage of total 

USPS commercial (but not  Retail) revenue, in  Fiscal Year 1998, the  last full 

year in which  the  old Priority Mail presort discount was in place, 217 

customer locations took advantage of the discount. CBCIS is a system that 

consolidates commercial mailing  information from several  different sources, 

with 54% of its revenue coming from  the  Permit System. 

b. CBCIS includes some mailers who presorted such small amounts, 

that due to rounding, total  revenue divided by the total number of pieces is 

not precise  enough to definitively  indicate that average realized revenue per 
~~ 



67 

a 

RESPONSEOF POSTAL SERVICE WITNESS SCHERER 
TO OCA 1NTERROGATORlES 

piece was equal to $2.89, the $3.00 two-pound base  rate  (and flat r i te 

envelope  base rate)  minus  the $0.1 1 presort discount. Among  the largest 

192 customer locations, for  which i deemed the  referenced ratio  to be 

sufficiently precise  to  indicate  that  presorted  mail  was exclusively two 

pounds and under and/or in flat rate envelopes, 106 had average realized 

revenue equal to $2.89. Of the remaining 25 customers locations, 16 had 

average realized revenue per piece sufficiently close  to $2.89 to  suggest 

that their  presorted  mail was exclusively 2 pounds and under and/or in flat 

rate envelopes. The total number of presort  customer  locations that had 

averaged realized revenue per  piece  of $2.89 is therefore estimated at 122. 



6 8  

RESPONSE OF POSTAL  SERVICE WITNESS SCHERER 
TO OCA INTERROGATORIES 

OCAlUSPS-Ti -1  1. Please  refer  to your response  to  OCAR)SPS-Tl-2,  where it 
states that We majority of presort  mailers ... were  exclusively  mailing  pieces 2 
pounds  and  under.” 
a. Please confim that  the  total  volume  of  Priority  Mail  utilizing the Priority  Mail 

presort  discount  eliminated in Docket No.  R97-1  consisted of pieces  weighing 
2 pounds or less. If you do not confirm, please  explain  and  provide the 
average  weight of Priority Mail  utilizing  the  Priority  Mail  presort  discount 
eliminated in Docket No. R97-1,  the  volume  weighing 2 pounds  or less, aiid 
the vofume wejghlng more than 2 pounds. 

b. Please confirm that  ADP, the only  mailer  with  whom you have  discussed the 
proposed Priority Mail  presort  discount,  has a  particular  interest in a discount 
for  the $3.50 one-pound  Priority  Mail  rate. If you do not confirm,  please 
explain. 

a Priority  Mail  presort  discount. If you do not  confirm,  please  explain. 
c. Please  confirm  that ADP initiated  discussions  with the Postal  Service  seeking 

RESPONSE: 

a. Not  confirmed. As my  response  to OCNUSPS-T1-10 (b) indicates, some 

Priority  Mail  presort  mailers in FY 1998 had  average  realized  revenue  per  piece 

above  the  two-pound  rate,  indicating  that  they  presorted  at  least  some pieces 

weighing  more  than two pounds. 

Weight distribution data  for  presorted Priority Mail in GFY 1998 can be 

found in the “Special  Priority  Report” attached to the  Docket No. WOOO-1 

intenogatory  response to UPSluSPS-T34-15, available  at TR 7l2779. For 

weight-rated  presorted Priority Mail  volume in GFY 1998,83.9% was two pounds 

or under  and 16.1 % was over two pounds. For flat rate  envelope  presorted 

Priority Mail volume In GFY 1998,90.3% was two pounds or  under  and 9.7% 

was over two pounds.  Altogether, 84.5% was two pounds or under  and  15.5% 

was  over two pounds. I am informed by the Statistical Program unit of the Postal 
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Service's  Finance  Department  that  the  average  weight per presorted Priority Mail 

piece in G W  1998 was 1.24 pounds. For comparison, I note from the Fiscal Year 

1998 Cost and Revenue  Analysis (CRA) report that the average  weight per piece 

for all Priority Mail in that  year  was 1.69 pounds. a 

b. Redirected to Witness  Kalenka. 

c. The Postal  Sewice  has  had  discussions  with ADP and other Priority Mail 

customers  concerning  elimination  of  the  old  presort  discount  ever  since that 

elimination took place.  These  discussions  have  taken  place  between iocal or 

district postal  personnel  and  customer  representatives.  They  have also taken 

place  between USPS headquarters  personnel  and  customer  representatives. 

Such  discussions  have  arisen  at  scheduled  meetings,  from  encounters  at  trade 

shows, etc. In this  context,  the Postal Service is unaware of the  existence of any 

basis  for  establishing  whether ADP or  the Postal Service  initiated  discussions 

about a possible new Priority Mail  presort discaun!. 
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OCNUSPS-IMP. Please  refer to your  testimony  at  page 2, lines 19-20. 
a. Please  confirm  that  the  value of the proposed  per-piece  presort  discounts to 

the  mailer  declines as the  weight of the Priority Mail  piece  increases. If you do 
not confirm, please  explain. 

provides  a  greater  incentive  for  mailers to present  lighter  weight Priority Mail 
pieces, as compared to heavier  weight  pieces. If you do not  confirm,  please 
explain. - 

b. Please  confirm  that  the  value of the  proposed  per-piece  presort  discounts 

RESPONSE: 

a. Not  confirmed.  The  value of the  discounts,  which I construe  as  their 

monetary  amounts  (i.e., 12 cents  for an ADC sort, 16 cents  for  a 3digit sort, and 

25 cents for a 5digit sort),  does  not  vary  by  weigh+  level.  This  was  stated in my 

testimony  at  page 20, lines 8-10: The simplicity  of  the  rate  schedule  is 

maintained  because  the  discounts  apply  equally to all rates.  regardless  of  weight 

or  zone." 

b.  Not  confirmed. I do  not  perceive  that  mailers  will  have  a  greater  incentive, 

8s a  result of the  proposed  presort  discount, to present  lighter-weight  Priority  Mail 

pieces, as compared to heavier-weight  pieces.  This  would  imply,  for  example, 

that  mailers  will  be  motivated to change  their  mail  mix by reducing  the  average 

size of their  mail  pieces,  such  as by breaking  up  heavier-weight  packages to 

produce  lighter-weight  ones. I do not envision  this  taking  place. 

1 do offer,  however, that mallers of lighter-w  3ight  pieces will have  a  greater 

incentive to participate in the  proposed Priority Mail  presort  discount  than  mailers 

of heavier-weight  pieces.  This is because mailers of lighter-weight  pieces w i l l  

realize  greater  percentage  rate  decreases  from  the  proposed  presort  discounts 

because  their  base  rates are lower. 
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OCAIUSPS-T1-13. Please  refer to Attachment A in your  testimony. 
a.  Please  confirm  that  the  per-piece  revenue  and  attributable  cost  figures 

represent  the  average  per-piece  revenue  and  average  per-piece  attributable 
cost  for Priority Mail. If you  do  not  confirm,  please  explain. 

b. Please  confirm that the majority of Priority Mail  pieces  utifizing the proposed 
Priority Mail  presort  discount  will  be  "light  weight"  pieces:  that is, pieces 
weighing 2 pounds  or less, and likefy to weigh  one  pound or less. If you dg 
not  confirm,  please  explain. 

c. PJease  confirm  that  more  representative data for pieces  utilizing  the  proposed 
Priority Mail  presort  discount  would be the  average  per-piece  revenue  and 
average  per-piece  attributable cost for onepound pieces. If you  do  not 
confirm,  please  explain. 

d. Please  provide  a  version of Attachment  A  using  revenues, costs, and  new 
volumes  based  upon  an  assumption of onepound pieces. 

RESPONSE: 

a.  Confirmed.  The  per-piece  revenue in cell lc and  per-piece  attributable 

cost in c e l l  1 e  represent  averages  for  all  Priority  Mail. 

b.  Not  confirmed.  An  analysis  of  the  Special  Priority  Report  cited in my 

response  to  OCNUSPS-T1-11  (a)  reveals  that in GFY 1998,84.5% of  presorted 

Priority  Mail  volume in GFY 1998 (the  last full year in which  the  old Priority Mail 

presort  discount  was in place) was two pounds or under,  and 48.0% was  one 

pound  or  under. This does not suggest  that the majority of presorted  Priority  Mail 

is  "likely  to  weigh  one  pound or less." 

c.  Given  the  finding - noted in my  response to OCNUSPS-T1-11 (a) - that in 

FY/GFY 1998, presorted Priority Mail  was in fact lower-weight on average than 

Priority  Mail  overal[,  and the admission in my  response to OCA/USPS-Tl-l2(b) 

that  mailers of lighter-weight  pieces will have a greater  incentive to participate in 

the  proposed  presort  discount  than  mailers of heavier-weight  pieces, it is 

reasonable to conclude  that  mail  pieces  taking  the  proposed  presort  discount will 
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representative of mail  pieces  that  will  take  the  proposed  presort  discount. 

d. The requested version of Attachment A is attached. Absent  knowledge of 

average  attributabie  cost  per  piece  for  one-pound  pieces, I made the  simplifying 

assumption  that it is  in  the  same  relation to average  attributable  cost  per  piece 

for  all Priority Mail ($2.823) as the relation of the one-pound  base  rate ($3.50) to 

average  revenue  per  piece for all Priority Mail ($4.569). 
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be  tighter on average  than  the  average for all Priority Mail.  However,  one  pound 

appears to be too low an estimate of the average  presorted Prjorijl Mail piece. 

(Note the average of 1.24 pounds in GFY 1998.) The average weight of pieces 

that  will take the  proposed Priority Mail  discount is probably  somewhere  between 

one  pound  and  the  average  weight  for all Priority Mail.  (The  latter  was  the  implicit 

assumption in Attachment  A tc my testimony.) I am unable to confirm which of 

these  poles - one  pound  or  the  average  weight for all Priority Mail - is more 

- 
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USPS-T-1 
Attachment A 
PaQe20f2 

Notes For Caltulrffonr 

Source for la,  lb,  Id, It Docket No. R2OOO-1, Appendix G, Schedule 1 
l c  = lb l la  
l e  = ld l la  
l g  = 1fJla 
l h  = 1Wld 
2 a = l a x ( l  -sa) 
2b = l b  - 3b - (((14a + 15a + 16a)D)  x 3a) 
2d = i d  - 3d - (((lla + 12a + 43a)n) x 3a) 

3a= lax9a 
3b = 3a x ($3.50- ((14a + M a  + 16a)n)) 
3d = 38 K ((($3.5014~) x le) - ((1 l a  + 'l2a + lam)) 
4a = 38 x ((-((14a + 15a + 16a)/3)/$3.50)&)  x 1Oa 
4b = 4a  x ($3.50 - ((14a + 1% + 16a)B)) 
4d = 4a x ((le x ($3.5011~)) - ((l la + 128 + 13ay3)) 

5a,5b,&i,5f=Row2+Row3+Row4 
5c = 5b/5a 
5e = 5d15a 

6b = 17a x 18a 

7a, 7b, fd, 7f = Row 5 + Row 6 
7c = 7bna 
70 = 7dna 
7g = 7fff a 
7h = 7Wd 

Row 9: See Section i1.E 
Row 10 source: Docket No. R2000-I, USPS-T-8 at 21. 
Rows 11-13: See Table 1 h Witness Levhe's Testimony, LISPS-T-2 
Rows 14-16: See Section IIA 
Row 17: See Sedion 1I.E 
Row 18: See Sedkn 11.6 

2 f r2b-2d  

3 f t 3 b - N  

4fo4b-4d 

59 = 5f/% 

6fz6b-6d 

R o w ~ = R O W ~ - R O W ~  
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OCNUSPS-Tl-14. Please  refer to your  response  to  OCNUSPS-T1-7.  Consider the 
foliowing two mailers: 
"Mailer 1" presents 300 pieces of Priority Mail each  weighing 1 pound  addressed  for 
delivery  within  one ADC.  Assume further that 225 pieces  are  addressed  for  delivery to' 
one ZIP Code, and the remaining 75 pieces  are  equally  distributed  among 5 additional 
ZIP Codes within the ADC. 
"Mailer 2" also  presents 300 Priority  Mail  pieces  each  weighing 1 pound.  However, 
assume all 300 pieces are equally  distributed to 20 different  5-digit ZIP Codes. * 

a. Please  describe the preparation  requirements for Mailer 1 and Mailer 2 under the 
Priority Mail presort discount  eliminated in Docket No. R97-1. 

b. Please  provide  the  per  piece  and  total  amount of the discount for Mailer 1 and 
Mailer 2 under  the  Priority Mail presort  discount  eliminated in Docket No. R97-1. 

c. Please  provide the per-piece  and total amount of the discount for Mailer 1 and 
Mailer 2, and explain how the discounts  will  differ,  under the proposed  Priority 
Mail presort discount. 

d. Please confirm that the  Priority  Mail presort discount  eliminated in Docket No. 
R97-1 provided a greater  incentive to mailers to present lowdensity mailings  as 
compared to highdensity mailings of presorted  Priority  Mail. If you do not 
confirm, please explain. 

e. Please confirm that the proposed  Prionty Mail presort  discount  provides a greater 
incentive to mailers to present highdensity mailings  as  compared  to lowdensity 
mailings of presorted  Priority  Mail. If you do  not  confirm,  please  explain. 

d 

RESPONSE: 

a. This  depends on whether  the  hypothetical 300 pieces  are  flats  or  parcels.  For 

fiats: As I stated in my  response to  OCNUSPS-TI-1, 'a five-digit sort was  required 

(under the Priority Mail presort  discount  eliminated in Docket No. R97-1) if a 15-pound 

sack sorted to 5 digits could be  prepared.'  Mailer 1's 75 pieces, equally distributed 

among 5 ZIP Codes, would therefore have to be  prepared in 5 sacks of 15 pieces (and 

pounds),  each presorted to its respective Migit ZIP Code. The remaining 225 pieces 

would be prepared in sacks,  presorted to the one  common M i g i t  ZIP Code. Mailer 2's 

300 pieces  would be prepared in 20 sacks of 15 pieces  (and  pounds),  each presorted to 

its respective M i g i t  ZIP Code. 
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For  parcels: as I stated in my  response to OCNUSPS-TI-1 , "a fivedigit sort  was 

required if 6 or more pieces sorted  to 5 digits could be prepared." Mailer 1's 75 pieces, 

equally distributed among 5 ZIP Codes, would be presented in sacks, presorted to their 

respective Wig i t  ZIP Codes. The  remaining 225 pieces  would be prepared in Gacks, 

presorted to  the one common Wigit  ZIP Code.  Mailer 2's 300  pieces  would  be 

presented in sacks, presorted to their respective 5digit ZIP Codes. 

b. For both Mailer 1 and Mailer 2, the discount  for  every  piece -whether flats or 

parcels - is 1 I cents,  and the total amount of  the discount  is 300 pieces x 11 

centslpiece = $33. 

c. The total amount of  the discount  cannot be answered  without  knowing  how  many 

pieces,  at a minimum, will be required  per  container (or separation).  Such  make-up 

requirements have not been finalized yet. In addition,  information has not  been provided 

in the interrogatory to determine - for pieces that do  not  qualify for the 5-digit discount - 
qualification for  the 3digit discount.  The  per-piece  discount is 25 cents  for 5digit 

presort, 16 cents for 3digit presort,  and 12 cents for ADC presort. 

d. Not confirmed. No incentive mechanism  was  inherent in the old presort discount 

structure. Mailers were not able to choose one presort level over  another.  Rather, 

presort levels were dictated by what I have called the discount's  "sequential sorting 

requirements.. 

e. Confimed, assuming that  the mailer's marginal cost of presorting to greater . 
depth is less than the incrementa!  discount  therefrom. 

7 
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OCNUSPS-T1-15. Please  refer to your  testimony  at  page 10, line 23, and  page  11, 
lines  1-2. 
a. Please  confirm  that  the limited flexibility of the density-based  sequential  sorting 

requirements of the Priority Mail presort discount  eliminated in Docket No. R97-1 
likely  discouraged the mailing of densely  presorted  Priority Mail pieces  presented 
for the discount. If you do not  confirm, please explain. 

b. Please  confirm that the proposed  Priority Mail presort  discount,  under  which  any 
of three presort levels @digit, 3digit or ADC) can be chosen as an opt iy  
regardless of densities at the  other two presort levels,  plus the larger  discounts 
for  deeper  sort, is likely to more than double the proportion of presorted  Priority 
Mail  pieces. If you do not confirm, please  explain. 

c. Please  confirm that an increase of more  than  double the proportion of presorted 
Priority Mail pieces would  increase  your  estimated loss of gross  revenue. If you 
do not confirm, please  explain. 

RESPONSE: 

a. Not  confirmed.  Please  see  my  response to  OCA/USPS-Tl-l4(d). 

b. Not  confirmed.  At  page  10,  line 23 through  page 11, line 2 of my testimony, I 

posited  that,  compared to the old Priority Mail presort discount, the proportion of Priority 

Mail taking the proposed  new  discount  will  double. I have  no  basis  for  speculating  that 

my estimate  will  be  either high or low. 

C. Confirmed. 
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OCAIUSPS-T1-16. Please  refer to your  response to OCAIUSPS-TI-10. 
a. Please define "customer  location"  as used throughout  your  response,  and 

b. Please  answer OCNUSPS-TI-10, parts a.  and  b., with respect to 'presort 
distinguish "customer  location"  from  "presort  mailer"  as  used in the interrogatory. 

mailer.' 

RESPONSE: 

a. 'Customer  location" in my  response to  OCNUSPS-TWO was  meant to 
- 

represent a unique location from  which a customer  sends  mail.  Some  customers  send 

mail from more than one.location. Each  customer  location in the CBCIS database has a 

unique  "Customer ID." I used  "customer location" in my  response  because  "presort 

mailer" was not defined in the interrogatory  and it was  not  immediately  apparent  how 

many  customers - as opposed to customer  locations - were  represented  by the  21 7 

observations (or lines of data)  in  the CBCISderived database of presorted  Priority Mail 

in Fiscal  Year 1998. 

Upon performing various  sorts  and visual examinations of the Fiscal Year 1998 

presorted Priority Mail database, I am now able to offer the  following.  Three  customer 

locations  are  repeated once (same  Customer ID appears  twice),  suggesting that  the 

number of customer locations should be reduced from 217 to 214. Two additional 

entries  have approximately the same  customer  name  and  the  same  address, 

suggesting - despite inexplicably different  Customer IDS - that the number of customer 

locations  should be further lowered to 21 3. Additionally, visual examination reveals two 

customers each mailing from two different locations,  and one customer mailing from six 

different locations. While all other customers  appear to be single-location mailers 

(customer names are different), I cannot definitively say that there are no other multi- 
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location mailers  because  some  customers  may be related  by  affiliation (e.g., subsidiary 

relationship). 

I am unable to distinguish  "customer location" as used in my  response to 

OCNUSPS-TI-10 from 'presort mailer" as  used in the interrogatory  because the latter 

was not defined in the  interrogatory. 

b. I am unable to answer  because  'presort  mailer"  was  not  defined in OCA/USPS- 

Tl-10. However, #"presort mailer" is taken to mean  customer,  rather  than  'customer 

location" as defined in part (a) above, I count 203 single-location  mailers, two two- 

location  mailers,  and  one  six-location  mailer, for a total of 206 presort  mailers (from 213 

locations). 

# 

Again, if'presort mailer" is taken to mean  customer, rather than "customer 

location" as  defined in part (a) above, the following can be said  about the 206 presort 

mailers I have  counted.  Among the largest 183, for which I deem the ratio of total 

revenue to the total number of pieces  as  sufficiently precise  to indicate that  presorted 

mail was exclusively two pounds  and  under  and/or in flat rate  envelopes, 102 had 

average realized revenue equal to $2.89. Of the remaining 23, 16 had average realized 

revenue  per piece sufficiently dose to $2.89 to suggest that their presorted mail was 

exclusively 2 pounds and under andlor in flat rate envelopes.  The total number of 

"presort mailers" that had average realized revenue per piece of $2.89 is therefore 

estimated at 1 18. 
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OCAloSPS-Tl-IE Ptease refer to your  response to OCA/USPS-Tl-l0(a) and (b). 
a. For the 217  'customer  locations," please provide  the  total  revenue  divided  by  the 

total number of pieces for the 192 customer  locations,  the 106 customer 
locations, the 25 customer  iacations  and  the 16 customer locations. Show all 
calculations. 

'presort  mailers" of Priority Mail. 
b. Please provide the information  requested in part a. of this  interrogatory  for 

RESPONSE: 

a. Total revenue divided by the  total  number of pieces  (average realized reGenue 

per piece) is $14,308,139/4,822,125 = $2.97 for the 192  largest  customer  locations: 

$1 1,974,603/4,142,7?0 = $2.89 for the 106 customer  locations  among  the  192  largest 

with average realized revenue  per  piece  equal to $2.89;  $646/66 = $9.79 for the  25 

smallest customer locations;  and $9932 = $2.97 for  the  16  customer  locations  among 

the 25 smallest with average  realized  revenue per piece  approximately  equal to $2.89. 

b. As stated in my response to OCA/USPS-Tl-l6(b), 1 have  not  been  provided  with 

a definition of 'presort  mailer."  However, 1 will assume  what is meant is "customer," 

rather than "customer location" as defined in my response to OCA/USPS-Tl-l6(a). 

Total revenue divided by the total  number of pieces (average realized revenue  per 

piece) is $14,308,160/4,822,128 = $2.97 for the 183  largest  presort  mailers; 

$1 1,964,589/4,139,305 = $2.89 for the 102 presort mailers  among the 183  largest  with 

average realized revenue per  piece  equal to $2.89;  $625/63 = $9.92 for the 23  smallest 

presort mailers;  and $95132 = $2.97 for the 16 presort mailers  among the 23 smallest 

with average realized revenue  per piece approximately  equal to $2.89. 

.. 
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RESPONSE OF POSTAL SERVICE WITNESS SCHERER 
TO  OCA INTERROGATORIES 

OCNUSPS-Tl-48. Please  refer to your  response to OCA/USPS-Tl-lZ(a). Please 
confirm  that the value of the  proposed  presort  discount  relative to the Priority Mail rate is, 
greater in percentage  terms  for lighter weight pieces than for heavier  weight  pieces  at 
each presort level. If you do not confirm, please explain. 

RESPONSE: 

Confirmed. This is what I meant  when I said in my response to OC/VUSf?S-Tl- 

12(a): '[Mlailers  of  lighter-weight  pieces will realize greater  percentage rate decreases 

from the proposed presort discounts  because their base  rates  are  lower." 
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RESPONSE OF POSTAL SERVICE WITNESS SCHERER 
TO OCA  INTERROGATORIES 

OCNUSPS-T1-19. Please  refer to your  response to OCNUSPS-Tl-t l (a),  where  you 
refer to the 'Special  Priority Report," 
a. Please provide the weight  distribution  data for presorted  Priority Mail found in the 

'Special Priority Report" for GFY2000, and the test year  volume of Priority  Mail. 
after rates, from Docket No. WOQO-1. 

b. Assume a mailer  presents 1,000 pieces of presorted  Priority  Mail.  Assume 
further that 800 pieces  weigh  one  pound or less,  while  the  remaining 200 pieces 
weigh more than one pound but less than or equal to two pounds.  Please 
confirm that the 200 pieces will not qualify for any  presort  discount. If you do not 
confimi, please  explain. 

RESPONSE: 

a. The "Special Priority  Report" for GFY 2000 is attached.  There  are no data  for 

presorted Priority Mail because  there was no  Priority Mail presort  classification in GFY 

2000. 

Priority Mail test year  volume,  after  rates,  is 1,243,245,000 pieces.  Please  see 

PRC .Op. R2000-1, Appendix G, at 4. 

b. Not confirmed. If presented  together, the 800 and 200 pieces  are  not  considered 

separate  mailings.  Since the total mailing  size, 1,000 pieces,  exceeds  the  300-piece 

minimum,  all 1,000 pieces  qualify for the  proposed  Priority Mail presort  discount. 
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RESPONSE OF POSTAL  SERVICE  WITNESS SCHERER 
TO OCA INTERROGATORIES 

OCNUSPS-T1-21. Please  refer to your  testimony at page 3, lines 7-9, where it states 
the "Postal  Service  will aim to  extend  the  presort  discount  to  roughly 10 mailers . . ." 
a. Is the Postal Service  seeking  'roughly ' IO  mailers', or roughly 10 'customer 

b. If up to 20 mailers  request to participate in the experiment, will all 20 mailers be 
locations," to participate in the  experiment?  Please  explain. 

permitted to participate? if your  answer is no, what criteria will the Postal Service 
use to select  the 'roughly 10 mailers" to participate in the experiment. 

c. If 20 or more mailers  request to participate in the  experiment, what criteria  will 
the Postal Service use to select  the  "roughly 10 mailers" to participate  in-the 
experiment. 

experiment? 

from participating in the  experiment? 

d. Is ADP  guaranteed  to be one  of  the  "roughly 10 mailers" that participate in the 

e. What circumstances or factors, if any, can you identify  that would preclude ADP 

RESPONSE: 

a. The Postal Service is seeking  roughly 10 customer  locations to participate in the 

first  year to year-and-a-half  ("Phase I") of the  experiment.  This  could  comprise, for 

example. 70 customers,  each  with one location; of9 customers, 8 with one location and 

1 with two locations. The "10" is only an approximate  target, so slightly  more or slightly 

fewer than 10 customer  locations  may be included in the  first  phase  of  the  experiment. 

b. No, 20 mailers would exceed  the  target  for  Phase I of the experiment. The 

criteria used  to select  roughly 10 mailers  from  among  these  applicants  were  stated  at 

page 4, lines 5-15 of my  testimony. 

c. The criteria used to select  roughly 10 mailers  from  among  these  applicants  were 

stated at page 4, lines 5-15 of my  testimony. 

d. No customers are guaranteed participation in the  proposed  experiment. 

e. ADP could be precluded from participating in the proposed experiment if they do 

not meet the criteria stated at page 4, lines 5-15 of my  testimony.  Participation is also a 
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RESPONSt OF POSTAL StKVILt Wl I NESS SGHtKtK 
TO OCA INTERROGATORIES 

Response to OCAIUSPS-TlSle (Cont.) 

matter of customer  choice. So, ADP could also be precluded from the  experiment if they 

choose  not  to  participate  (though,  to be sure,  strong  interest is indicated in Witness 

Kalenka's  testimony). 



RESPONSE OF POSTAL SERVICE  WITNESS  SCHERER 
TO OCA  INTERROGATORIES 

OCNUSPS-Tl-22. Please  refer to your  testimony  at  page 11, lines  4-1 1, end 
Attachment A, line (9), "Existing  Volume  That Will Take  the Discount," 1.5%. 
a. Please  confirm you are  assuming  that 10 'Participating  Mailers"  wiii  cause an 

increase of 100 percent in the  proportion (Le., 1.5 percent  vs.  0.75 percent) of 
Priority Mail pieces that  take  the  proposed  Priority  Mail  presort  discount, if 
recommended. 

b. Please  explain why you assume  that 10 'Participating  Mailers"  from  the  entire 
universe of potential  mailers  of  Priority Mail will be able to increase by 100 
percent the proportion of Priority  Mail  pieces  that  take  the  proposed  discount. 

. 
RESPONSE: 

a. Confirmed. 

b. As I explained in footnote 5 on page 11 of my  testimony,  participation in the 

Priority  Mail  presort  discount  eliminated in Docket No. R97-1 was highly  concentrated in 

just a  handful of mailers. It is therefore  my  judgment  that,  compared to the old discount, 

relative  participation in the proposed  new  discount  can  double  from just I O  mailers. 

8 6  
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RESPONSE OF POSTAL SERVICEWITNESS SCHERER 
TO OCA  INTERROGATORIES 

OCAIUSPS-Tl-23. Please  refer to your  response  to OCA/USPS-Tl-l3(d), and  the 
Attachment  thereto,  and the attachment to this  interrogatory, identified as 'New 1 Ib 
Volume:  OCA  Revised Att A" (herein  "OCA  Attachment").  The  shaded  cells in the OCA 
Attachment are different from the attachment to your  response to OCA/USPS-Tl-l3(d). 
Please confirm that the shaded cells in the OCA  Attachment are conect. If you do not 
confirm,  please  explain.  (Calculations  are  documented on page two of the OCA 
Attachment.  An  Excel  version of the OCA  Attachment will be made  available for posting 
on the Commission's  website.) 

RESPONSE: 

Confirmed, the OCA calculations  are  correct.  One  of the reasons  the OCA 

Attachment is different than my  attachment  to  OCA/USPS-T1-13(d) is that  the OCA 

Attachment, unlike my  attachment to OCA/USPS-Tl-l3(d), deviates from the exact 

format  used in USPS-T-1,  Attachment A. For  example, fine 2 in USPS-T-1 , Attachment 

A is  "Not  Discounted (Existing Volume Only)." In the  OCA  Attachment,  line 2 is limited to 

one-pound  volume:  "Not  Discounted  (Existing 1 Ib Volume  Only)." 

The  other  factor  resulting  in  differences  between  my  attachment to  OCNUSPS- 

T I  -1 3(d)  and the OCA Attachment is that,  as  acknowledged in OCNUSPS-Tl-l3(d), I 

was  absent  knowledge of average  attributable  cost per piece  for  one-pound  pieces. For 

purposes of demonstration, I used a crude  algorithm to estimate this as $2.163. The 

OCA Attachment  includes  data  documenting  this  figure  as  actually $2.142.  The 

difference between  these cost figures accounts for the difference between the change in 
I 

Test  Year total Priority Mail attributable cost, before vs. after the experiment: 

-$4,720,000 in my attachment to OCNUSPS-TI-l3(d), compared to -$4,712,000 in  the 

OCA attachment.  Note that volume  and  revenue  impacts are the same in the two 

models,'however. 
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Attachment to OCAUSPS-Tl-23 
New 1 Ib Volume 
OCA Revised Att A 
Page  2 of 8 

Notes For Calculations 

la, 1 b. ld, if: See Docket No. R2000-1.  Appendix G, Schedule  1 
l c  = l b l l a  
l e  = l d l l a  
l g  = l f l l a  * 

l h  = l b l l d  
1 .la: See  Docket No. R2000-1,  PRC-LR-3, File: “LR13Pri.xls” Sheet Volumes.” 
1 .lb: See Docket No. R2000-1,  PRC-LR-3,  File: ”LRl3Pri.xls’ Sheet: ’Rates.” 
l . lc=  1. lb l l . la 
1 .id: See  Sheet: ”Costs” 
l.1e = l . ld/ l . la 

1.lg = 1.1~- 1.le 
1.lh = l. lb/i. ld 
12a = l a -  1.la 

1.2~ = 1.2bll.2a 
1.2d = I d  - 1.ld 
1.2e = 1.2dll.2a 
1.2f = if- 1.lf 
1.29 = 1 . 2 ~ -  1.2e 
1.2h = 1.2bl1.2d 
2a = l.1a - 3a 
2b = 2a x 1 . 1 ~  
2c = 2bEa 
2d = 2a  x 1.le 
2e = 2dEa 

2g=2c-2e 
2h = 2bQd 
3 a = l a x 9 a  
3b = 3a x (1.1~ - ((14a + 15a + 16a)n)) 
3c = 3bBa 
3d = 3a x (1.1e - ((lla + 12a + 13ay3)) 
3e = W a  

3 g r 3 c - a  

l . l f  = 1.lb-  1.ld 

1.2bz l b -  1.lb 

2 fz2b-2d 

3 fz3b -3d  

3h = 3bBd 
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Notes For Calculations 
(Continued) 

4a = 3a x ((-((14a + 15a + 16a)B)tl.lcy2) x loa 
4b = 4a x (1 .1~  - ((14a + 15a + 16a)/3)) 
4c = 4b14a 
4d = 4a x ( l . le  - ( ( l la + 12a + 13aY3)) 
4e = 4d14a 

49 = 4c -4e 
4h = 4b14d 
5a,5b=Row2+Row3+Row4 
5c = 5b15a 
5d=Row2+Row3+Row4 
5e = 5d15a 
5f= Row2+Row3+Row4 

5h = 5bI5d 
6b = 17a x 18a 

7a,  7b = Row 5 + Row 6 
7c = 7bffa 
7d=Row5+Row6 
7e = 7dffa 
7f = Row  5 + Row6 
7g=7c-7e 
7h = 7bffd 
7.1  a,  7.1 b = Row  1.2 + Row  7 
7.lc = 7.1bff.la 
7.ld = Row 1.2 +Row 7 
7.le = 7.ldff.la 
7.1f = Row 1.2 + Row  7 
7.19 = 7%- 7.1e. 
7.1h = 7.1bR.ld 

9a: See USPS-T-1,  Section ILE, at 11. 
1 Oa: See Docket No. R2OOO-1. USPS-T-8 at 21 - 
i 1 a,  12a.  13a:  See  USPS-T-2,  Section V.. at 7. 
14a, 15a,  16a: See USPS-T-I, Section 1l.A.. at 2. 
17a: See  USPS-T-I,  Section I1.E.. at 13. 
18a: See UPSS-T-1,  Section l1.B.. at 3. 

4fz4b-4d 

59=5c- *  

6 fz6b -6d  

8 = R ~ 7 . 1  -ROW 1 

Attachment to OCNUSPS-T1-23 
New l lb  Volume 
OCA  Revised Att A 
Page 3 of 8 
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RESPONSE OF POSTAL SERVlCE WITNESS SCHERER - 
TO OCA INTERROGATORIES 

OCNUSPS-T1-24. Please  refer  to  your  testimony  beginning  on  page 4 where it discusses 
the  rationale  for  presort  discounts  for  Priority  Mail. Also, please  review the testimony of 
witness  Kalenka, USPS-T-3, at  page 3, lines 4-6, page 6, lines 16-21.  and  page 7,  lines 
14. Is the Postal Service  proposing  presort  discounts  for Priority Mail as a means to retain 
Priority  Mail  volumes in the  face of increasing  competition?  Please  explain  and  provide 
any  documents  related to competition  as a factor in proposing  presort  discounts  for Priority 
Mail. . 
RESPONSE: 

Retention of volume in the short run, e.g., during the  course of the  experiment, is 

not  one of the  objectives of the  proposal.  Accordingly, it was  not  part of the  rationale 1 

mentioned  at USPS-T-l , pages 4-7. However,  as I acknowledged  at USPS-T-1 , page 

15, lines 18-20, the proposed experiment could result in the  retention of some  volume 

that  would  otherwise  have  gone  to  competitors.  Retention of volume  can  be  considered 

a  by-product of any  effort to improve  a  product or service. 

Consistent with our  mandate  to  provide  mail dassifications that meet  the  needs 

of the  mailing  public  at  reasonable  rates,  the  Postal  Service  wiil  consider, if the 

experiment’s  results  warrant,  requesting  the  establishment of permanent  classifications 

and  rates  for  presorted  Priority  Mail, If the  end  result is a  more  attractive  product and, 

therefore,  more  demand  from  mailers,  the  Postal  Service  would  regard  such a 

development as positive.  Attmciing customer interest is more of a  challenge in mail 

subclasses,  such  as  Priority  Mail,  which  face  strong  competition from the  private  sector. 

Whether  this  competition is ‘increasing,“ I am unable to confirm.  This  was  witness 

Kalenka’s  characterization - not in the  passages  cited in this interrogatory,  but at page 

7, line 13 of  his  testimony,  where the market  for  expedited, 2-3 day  delivery  service  is 

described  as  “increasingly  competitive.” 

I am  unaware of the  existence of any  documents  relating to competition as a - 

factor in proposing  presort  discounts for Priority  Mail. 



RESPONSE  OF  POSTAL  SERVICE  WITNESS  SCHERER 
TO  PRESIDING OFFICERS INFORMATION  REQUEST NO. 1 

Question  Number 1. Footnote 2 of USPS-T-1  states,  uAn  outside is a  mail piece 
that does not fit in a  Priority  Mail  sack,  weighs  over 35 pounds, or contains live 
animals.”  For  each of these  types of outsides  please  provide  a  narrative 
description of how  articles  will be presorted,  how  the  presorted  outsides  will be 
handled  by the Postal  Service,  and  how  this  handling will save the Service 
money. 

RESPONSE: 

I am  informed  that  presorted  “outsides”  not  fitting in Priority  Mail  sacks  or 

weighing  over 35 pounds  will  have to be  prepared  on  pallets or in pallet  boxes. A 

minimum  weight  and/or  height  per  pallet may  appl:l, similar to Parcel  Select. 

Since  pallets  are  not  accepted  by  air  camers, I anticipate  (please  see  my 

response to  OCNUSPS-Tl-4) that  outsides  will  be  eligible  for  presorting  only if 

the origin and  destination  are  connected  by  surface  transportation.  Outsides can 

be  combined on pallets  with  other  shapes (i.e., flats or parcels)  only for Wigi t  

separations.  For  ADC or 3digit separations,  outsides  must  be  presented on 

separate  pallets. 

I  am  informed  by  Witness  Levine  that  presorted  outsides  prepared on 

pallets  (or in pallet  boxes)  will  bypass  certain  postal  sorting  operations, 

depending on the level of presort.  These  will  be the same  operations  bypassed 

by all other  presorted  Priority  Mail.  The  sorting of crutsides  by the  Postal  Service 

is captured in the MODS  operation  “Manual  Priority,”  which is included in Witness 

Levine’s  cost  model.  Witness  Levine’s  cost  avoidance  calculations  therefore 

include the savings  that will be  realized  when  presorted  outsides  bypass postal 
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sorting  operations.  Consequently, the discounts  proposed in my testimony 

account  for the possibility that mailers will presort  outsides. 



RESPONSE OF POSTAL  SERVICE  WITNESS  SCHERER 
TO PRESIDING OFFICERS INFORMATION  REQUEST  NO. 1 

Response  to PQIR No. 1, Question No. 1, Page 2 of 2 

The inclusive  definition of outsides  given in ‘ootnote 2  of  my  testimony 

was  not  meant to suggest  that all kinds of outsides  are  equal  candidates  for 

presorting.  Indeed,  mailers of live  animals  are  likely  in  many  cases to not find it 

practicable to amass  a  minimum of 300  mail  pieces  or 500 pounds  and  make the 

necessary  separations to qualify  for  the  proposed  Priority  Mail  presort  discount. 

However,  live-animal  mailings  are  certainly  not  precluded  from the proposed 

presort  discount. I am  informed  that live animals (e.g.,  bees,  crickets, chicks)  are 

generally  mailed in parcels (as opposed  to  flats)  and  are  not  transported  by  air. 

Such  outside  mailings  will  therefore  qualify  for the proposed  presort  discount  by 

meeting the presort  make-up  and  containerization  requirements  (as  yet,  not 

finalized)  specified  for  parcels. No additional  presort  requirements  for live 

animals  are  anticipated,  though  such  mailings will also  have to meet the general 
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requirements  for  perishables  in DMM  Section  C022.2.1  and  for live animals in 

Section  C022.3.0. 
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RESPONSE OF POSTAL  SERVICE  WITNESS SCHERER 
TO PRESIDING OFFICERS INFORMATION  REQUEST NO. 1 

Question No. 2. On  page 3 of USPS-T-1 the  minimum quant i  per  mailing is 
given  as 300 pieces.  Does  the 300 piece  minimum  apply to each  rate  category  or 
to the  overall  mailing? For example,  could  a  mailer  mail  100  pieces to  the  5-Digit 
level, 100 pieces to the  3-Digit  level  and  100  pieces to the ADC level? If s o ,  is 
there a minimum  number of pieces  per rate category? 

RESPONSE: 

The  300-piece  (or  500-pound)  minimum  applies to the total mailing,  not to 

any  individual  rate  categories  in  the  mailing,  similar  to  presorting in other  mail 

classes. So, yes,  a  mailer  could  qualify  for  the  proposed  presort  discount  by 

presenting a 300-piece  mailing,  of  which  100  pieces  are  presorted to the Wigit 

level,  100  pieces  to the 3digit level,  and 100 pieces  to  the ADC level. 

There  will  be  a  minimum  piece (andor pound)  requirement for each of the 

different  types of containers  (e.g.,  sacks, tubs) in which  presorted  mail can  be 

prepared.  (For  more on the  minimum  piece  and/or  pound  requirements,  please 

see  my  response to POlR No. 1, Question  3.)  Since at least one container  will 

have  to be  presented to achieve  a  rate-category  separation, it can  be  inferred 

that  the  minimum  piece  requirements  for  containers  are  the  de  facto  minimum 

piece  requirements for rate  categories. I 
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RESPONSE OF POSTAL  SERVICE  WITNESS  SCHERER 
TO PRESIDING  OFFICERS  INFORMATION  REQUEST NO. 1 

Question No. 3. Recognizing that witness Schemr has indicated  that 
containerization  and  make-up  requirements  have  not  yet  been  finalized 
(OCA/lJSPS-T1-4), is there a  minimum  number of pieces  per  sack or pounds per 
container  in  order  to  qualify for the  presort  discount?  What  factors  will be 
evaluated to develop  final  minimums? 

RESPONSE: 

Yes, there will be minimum  piece  and/or  pound  requirements for each 

of container  (e.g.,  sacks,  tubs) in  which  presorted  mail  can be prepared.  These 

requirements  will be similar  to those for  presorted  mail  in  other  mail ciasses. 

They  will be set taking  into  consideration  consistency  with USPS handling 

practices, as well  as  container  utilization  and  weight  capacities. 
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United States Postal Service 

Jonathan Levine 
(USPS-T-2) 
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Response of Postal Service Witness Jonathan D. Levine to 
Interrogatories af the Association of Priority Mail Users 102 

APMU/USPS-T2-1. 

APMUIUSPS-T2-1:  At  Page 4 of your  testimony  you  state  that the piggyback 
factors for SPBS  Priority  and  manual  Priority,  as  calculated in the Postal Rate 
Commission’s  Opinion  and  Recommended  Decision,  are  adjusted  because  they 
are so large  that  they  appear  to  be  anomalous.  Please  state all underfying 
reasons  that, in your  opinion,  cause  these  piggyback  factors to be too  large  for 
your  use. 

ResDonse: 

As a  preface  to  this  response, it is useful  to  point  out the basis  for the 

determination  that  the  piggyback  factors  for  SPBS  Priority  and  manual  Priority, 

as calculated in the  Postal  Rate  Commission’s  Opinion  and  Recommended 

Decision,  are  anomalous.  Comparing  these two piggyback  factors  with  factors 

for similar  operations  reveals  a  big  disparity.  Specifically,  comparing  SPBS 

Priority  with  SPBS  Other  and  likewise  comparing  manual  Priority  with  piggyback 

factors  for  “mods 17 1OpreF or ”mods 17 1 POUCHING”  as  shown in my 

Attachment 8, page 3, reveals  large  disparities. 

It is  my  understanding  that the reason  for  these  high  factors  stems  from the large 

or  “anomalous”  piggyback  factor  (of 2.87196) used by the PRC  for the “Not 

Used”  category.  My  Attachment B, which  shows the calculation of the adjusted 

I piggyback  factors, is a  useful  reference  for  this  explanation.  For  instance the ~ 

piggyback  factor  for the cost  pool,  “mods  13  spbsPrio,” of approximately  1.61  043 ~ 
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(Response to APMU/USPS-T2-1 continued) 

is obtained  by  taking the weighted average.of the operation  specific  piggyback 

factors  shown in the row  marked  ”Piggyback  Factors” at the bottom  of the pages 

in Attachment B. These  operations,  which  are listed at the top of  each  column, 

were the basis  for  calculating  operation  specific  piggyback  factors  for the pre- 

R97-1  rate  cases.  Starting in R97-1, the Postal  Service  has  taken  a  weighted 

average  of  these  pre-R97-1  factors to get  factors  by  cost  pool.’ The problem 

which  arises is that while  these  pre-R97-1  operation  specific  piggyback  factors 

cover  approximately 95 percent  of  processing  labor,  there is no  piggyback  factor 

for  the  remaining 5% for  use in computing  the  piggyback  factors  by  cost  pool. 

The  category  “Not  Used” is this  remaining 5% of  processing  labor. 

I am  informed  that  the  PRC  obtains  this  “anomalous”  piggyback  factor  of  2.87196 

for  “Not  Used”,  using  a  calculation  method  shown in my  spreadsheet  T2- 

ATTB.xls,  sheet  “misc”  cells c4 to c10. I am  told  that  this  calculation is the  same 

method  as  used  by  the USPS in its calculations.  The  issue,  as  was  explained to 

me  as  follows, is that the resulting  piggyback  factor is inexplicabfy  high.  This 

piggyback  factor is a  small  contributor to the piggyback  factor  for  most  cost 

pools.  However, the weighting  given  this  factor for the calculation of the factors 



Response of Postal Service Witness Jonathan 
Interrogatories of the Association of Priority 

- 
(Response to APMU/USPS-T2-1  continued) 

D. Levine to 
Mail Users 

for-SPBS Prionty  and  manual  Priority  .cost poOls is .2888  and -5224 respectively, 

as shown in the "Not  Used"  column of Attachment B. In &her  words, the SPBS 

Priority  and  manual  Priority  piggyback  factors  obtained  by the PRC  use  a 29 and 

52  percent,  respectively,  weighting of the 2.87196.  "Not  Used"  piggyback  factor. 

- .  . .  - -. . 

As indicated  above,  the  resulting  piggyback  factors  for  SPBS  Priority  and  manual 

Priority  cost pools are  too  high. 1 am told.thatthe PRC  employs  these  factors in 

a very  minor  way  in  their  calculations in R2000-1. 

My testimony,  however,  places  much  reliance on these two piggyback  factors. 

While the reason  for the 2.87196  value  has  not  been  investigated  further,  we 

have  sought to stay  within  the  general  confines  of  R2000-1  and  have  substituted 

the average  piggyback  factor  for all mail processing;of  1.6057, as  obtained  by 

the PRC.' This  modification  brings  the  piggyback  factors for these two 

operations  in line with  expectations. 
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' See Docket No. R2000-1, testimony of Marc A. Smith, USPS-T-21, pages 21-26. 
See Docket No. R2000-1, PRC-LR-10, spreadsheet "mppigty.xls." 



NEWSPAPER  ASSOCIATION OF AMERICA 
INTERROGATORIES  TO 

UNITED  STATES  POSTAL  SERVICE  WITNESS 
JONATHAN D. LEVINE  (NAA/USPS-T2-1-5) 

NAA/USPS-T2-1:  Please refer-to page 6, lines  13-15 of your  testimony, 

... . . -  where  you  state  “presortation  only  impacts  maiLprocessing  and  not  other  functions 

- such  as  transportation  and  delivery.”.  Please  confirm  that  your  cost  estimates  do  not 

include  an  estimate  of  cost  savings  arising  from  preparation in carrier  walk-sequence. . 

If you  cannot  confirm,  please  explain  why  not. 

NAA/USPS-T2-2:  Please  refer  to  the  estimated  cost  savings  presented . -  - .- 

throughout  your  testimony  and  summarized  at  page 7. For  each level of  presortation, 

please  indicate  whether  your  cost  estimates  depend  upon  or  otherwise  assume  any . .  

e particular  volume of presorted  pieces at that  level. - _. . 

NAEVUSPS-T2-3: Please  state  whether  the  estimated  cost  savings  presented . .. 
. -  

at page 7 of your  testimony  are  independent  of  the  number of pieces  presorted to that 

level. In other  words, is the  cost  savings  estimate  (which  you  present  as centdpiece) 

equally  applicable to a  presorted  mailing  consisting  of two pieces  as it is to a 

presorted  mailing  consisting of 10 pieces, 100 pieces,  or  300  pieces?  Please  -explain. . - r .., -: 

.. . .  . L !  

- .  
1 .. . 

. -  - . .  
~ . &  . - - .  

NAA/USPS-T2-4:  Assume two Priority  mailings,  one  consisting  of 300 pieces .- . - -L 

presorted  to  a  5-digit  ZIP  Code,  and  the  second  consisting  of 200 pieces  presorted to 

the  same  5-digit  ZIP  Code.  Please  identify  any  presort-related  cost  differences . ‘d 

between  the two mailings of which  you  are  aware. 

.* - - 

. i L  

. I  ,- 
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NEWSPAPER  ASSOCIATION OF AMERICA 
INTERROGATORIES TO 

UNITED  STATES  POSTAL  SERVICE  WITNESS 
JONATHAN  D.  LEVINE  (NAA/USPS-T2-1-5) 

NAA/USPS-T2-5:  Assume  four  Priority  mailings,  one  consisting  of 300 pieces 

b, :. . *.. i - I presorted to a 5-digit  ZIP  Code,  and  the-other  three.each  consisting  of 100 pieces- . .. 

.- . :  - ., presorted  to the same  5-digit  ZIP  Code.:  Please  identify any presort-related  cost 
*, - - . I. 

. .  

differences  between  these  four  mailings of which  you  are  aware. 

- 2 -  
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[Redirected from Witness Tom Schererl 

NAAIUSPS-Tl4. Assume  two Prionty mailings’  one  consisting of 300 pieces . 

presorted  to  a Wigit ZIP Code,  and  the  second  consisting of 200 pieces 
presorted  to  the  same Wigit ZIP Code.  Please  identlfy  any  presort-related  cost 
differences  between  the two  mailings of which your are  aware. 

. ,  - 
_ -  
. .  _ .  

RESPONSE: 

Please  see my response  to NAA/USPS-T24. 

. .  
- .  

- 
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NAA/USPS-Tl-7. Assume two Priority mailings,  one  consisting of 300 pieces ,. - . .  
presorted to a 5digit ZIP Code,  and the-second consisting of 100 pieces - 

presorted to the same  5-digit ZIP Code.  Please  identify  any  presort-related  cost. . ~- 
differences  between the two mailings of which  your  are  aware. 

- .  . .. .. 

-~ . .  . -  - .. . 

- .  . .  

RESPONSE: . .  

The mail processing  cost  avoidance  difference  between  the  two  mailings is $84 

($0.42 per  piece x 200 pieces).  There  are  no  other  mail  processing  cost 

differences I am  aware of related  to  the size of the  mailings.  Please  see my 

response  to NAA/USPS-T2-3 for the  effect of the  size of the  mailing  on 

acceptance  and  mail  handling costs. - .  .- 
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Response of Postal Service Witness Jonathan 0. Levine to 
Interrogatories of the Newspaper Association of America 

[Redirected from Witness Tom Scherer] 

NAAlUSPS-Tl-8.  Assume two Priority mailings,  one  consisting of 300 pieces - 
presorted to a 5digit ZIP Code,  and  the  second  consisting of 200 pieces 
presorted  evenly (100 pieces  each)  between  two 5digit ZIP Codes.  Please . ~ 

identify  any  presort-related  cost  differences  between  the  two  mailings of which 
you are aware. 

RESPONSE: 

.. . 

- - ,  ~ - _  . .  

The mail processing  cost  avoidance  difference  between  the  two  mailings is $42 

($0.42  per piece x 100 pieces).  There  are no other  mail  processing  cost 

differences I am  aware of related  to  the  size of the  mailings.  Please  see my 

response to NAA/USPS-T2-3 for the  effect of the size of the  mailing on 

acceptance  and  mail  handling  costs. . _ .  - .  
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Response of Postal Service Witness Jonathan D. Levine to 
interrogatories of the Office of the Consumer Advocate 

OCNUSPS-T2-1. 

Please  refer to your  testimony  at  page 2, lines 4-6, where you indicate  that y y  
analysis  does  not  include  other  functions  such  as  transportation  and  defivery. Is 
there  any  reason to believe  that  the  costs for transportation  and  delivery  will be 
different for mail  eligible for the  proposed  Priority  Mail  presort  discount?  Are 
there  any  studies on this subject?  Please  provide all information,  including  any 
studies. 

nse; 

As indicated,  the  scope of my analysis is the  impact of the  discount on mail 

processing costs. I did  not  study  in  detail  the  impact on transportation  and 

delivery. It is  reasonable  to  expect  that  transporta’ion  and  delivery costs will  be 

the  same for presorted  mail  as for other  mail.  As  witness  Scherer  states in his 

testimony (LISPS - -  T 1. page 10, lines 6-1 l), it is possible  that  changes in 

containerization  could  theoretically  impact  the  cost of transporting  this  mail,  but it 

is not  possible to estimate the cost  impact  because  we do not  know  In  advance 

which  customers  will  use  the  product, how containerization  will  change, or if 

those changes will have a real impact  on  the  transportation  network. I am not 

aware of any  studies on the subject. 
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OCAIUSPS-T2-3. 

Please refer to Attachment A at page 8, line 23, where it states that there are two 
phases to the data collection plan. 
a. Please identify what data or  other  information will be  gathered during 

Phase I. 
b. During Phase 1. what  procedures are in place to assure that  the data 

collected are statisticatty accurate? What  hypotheses will be tested? 
Please discuss. 

c. During Phase I ,  will a written  document  or  other  analysis be prepared 
assessing any  preliminary  problems with the proposed  presort discounts 
and determining the  feasibility of allowing  more  mailers  into the 
experiment? If such a document or analysis is prepared, will the Postal 
Service share it with the Commission  at the conclusion of Phase I? 

d. During Phase II, what  procedures are in place to assure that  any  data 
collected are statistically  accurate?  What  hypotheses wilt be tested? 
Please discuss. 

a. The information  collected during Phase I will be primarily ql ualitative. The 

Postal  Service will communicate with mailers  participating in the experiment 

and  plants  that  handle  the presorted mail. Surveys (written or phone) will 

determine how the  plants  handle the, mail  and  which  operations are in fact 

avoided,  and will determine if any  new  operations are  created. It is 

anticipated  that  the sutveys will also  document  any  unforeseen  problems with 

the experiment. Site visits also may be utilized. Mailer information will be 

collected to  identify  volume flows and  mail  characteristics  that will be useful in 

planning Phase I I  of the experiment. 

b. As the information  collected in Phase 1 is primarily  qualitative, the Postal 

Service does not expect to perform any hypothesis testing or statistical 



. - . . . . . 

112 

Response of Postal  Service  Witness  Jonathan D. Levine  to 
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analysis on the results.  The  Postal  Service  expects to ensure,  however, that 

the  information  coilected  accuratefy  represents  the  mailers  and  sites  included 

in the  experiment. This will be possible due to the  limited size of the 

experiment  (around  ten  mailers).  Surveys  will be designed  to  represent rlll 

sites  affected  by  presorted  mail  at  origin  and  include  a  representative  number 

of sites to determine  the  impact of presorted  mail at destination.  Sites 

representing  the  different  mailflows in my cost model (USPS-T-2, page 5 line 

19 through page 6 line 2) will  be  included in the  survey. 

c. It is certainly  possible  that  a  document  (or  documents)  assessing  preliminary 

problems or determining  the  feasibility of allowing  more  mailers  into  the 

experiment  might  be  created. It seems  prudent to concede, at least 

hypothetically,  that  such a document  could  be  shared  with  the  Commission at 

the  conclusion of Phase 1. However, it seems that whether  such a 'sharing" 

takes  place is a  matter to be  resolved  between  the  parties  and  the 

Commission  under  applicable rules and  procedures. The results of Phase I 

will  primarily be used to design  Phase I1 of the experiment  and to determine 

the  feasibility of expanding  the  experiment io include additional mailers. 

Therefore, any  results wi t1  be part of the Phase II design. 

d. Because  the specific nature of Phase II of the  experiment  has not been 

determined, the  Postal  Service  has  not  decided  what  procedures will be put 

in place to ensure  statistical accuracy. It is the  Postal  Senrice's intent to use 
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appropriate  methods of statistical  analysis on data  collected  from  existing 

cast  systems,  mailing  statements,  potential  site  visits,  and  communications 

with affected parties. It is also the Postal Service’s  intent  to include 

information  that  generally reflects the impact on all sites affected by pres6rted 

mail. The  Postal  Service  expects to include s i t s  representing the different 

maifflows in my cost model  (see USPS-7-2, page 5 line 19 through  page 6 
- 

line 2) and  the  diversity of location  and mail characteristics of the  mailers 

included in the experiment. 
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OCNUSPS-TZ-4. Please refer to Attachment A, at pages 9 and 10, regarding a 
proposed  market  research  study. 
a. Please confirm that the purpose of the proposed  market  research  study is 

to develop estimates of elasticities of demand for each of the  proposed 
presort discounts. If you  do not confirm. please  explain. 

b. Please confirm  that  the  proposed  market  research  study  will  develop 
quantitative  data. If you do not confirm,  please explain and describe in 
detail the  qualitative  information to be  developed by the  proposed  market 
research study. If you do confirm, please identify and describe in detail 
the types of quantitative  data to be  collected. 

Please describe the hypotheses, if any, to be tested by the proposed  market 
research  study. Will statistically  valid  conclusions be drawn? 

Donse; 
a. It is my  understanding  that the purpose of the market  research  study is to 

estimate  the  expected  amount  of  volume  that  would take advantage of the 

presort  discount at various  potential  discount levels 

b. Confirmed. It is my  understanding that the  Postal  Service  intends  to  develop 

quantitative  information from this  study. 

c. As stated  above, the purpose  of the study is to estimate  demand at various 

price points. It is the  intent of the  Postal  Service to design and conduct the 

study so that the confidence in the  demand  estimate can be reasonably relied 

upon. 

114 
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RESPONSE OF USPS WITNESS LEVINE TO  INTERROGATORY 
OF  THE OFFICE OF THE  CONSUMER  ADVOCATE 

OCA/USPS-T2-5. 

Please  refer to your  responses to OCNUSPS-T2-3  and T2-4, regarding  the 
experimental  data  collection  plan.  Please  confirm  that  during the period  of the 
experiment,  the  Postal  Service  intends to collect the following  data  as  part  of that data 
collection  plan:  the  number of Priority  Mail  pieces  by  shape  (e.g.,  letters,  flats  and 
parcels),  weight,  presort  level  and  zone  entered  by  each  mailer  participating in the 
experiment  for  each  postal  site  selected  to  process  presorted  Priority  Mail. 

RESPONSE: 

I am  informed that the  Postal  Service  intends  to  collect  data  of the nature  reflected  on 

the  attached  sample  data  collection  forms,  which  will  be  submitted  when  mail is 

presented for acceptance.  Essential  data  elements  from  each  form  will  be  electronically 

entered into a database  for  analysis.  The  Postal  Service  intends to use  the  data  from 

these forms, as  necessary,  to  supplement the  qualitative  information  obtained  during 

the  experiment. 
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Penit Holdets Name and Address.  and Telephone 

.[.e 
Name and Addresr d 

OthtW than pennir holder) than permit hdder) , 

Name  and  Address of Individual or Telephone 
": g IEdlAddresr"AnY Organization lor W h i i  Mailing Is Prepared (ff Mailing  Agent (ti oiher 

1: - 
8 i i  , -  - 

E 

d r 0 Letters 

0 CAPSCust.Rsl.ID 

Dun 6 Bradstfeet No. 
Number Of contamers Statement Seq. No. Federal  Agency Cmt coda Mailing  Date Processing  Category (DMM C050) Pwt o t r i  of Mailiig 

Dun 6 Bradstreet  No. Dun 6 Bradstreet No. 

I' c - 
Pennit No. ~ Total Piecas Flats 

f F 0 Parcels 
0 Identical  weght ~0 Not identical weight - - - 

. 0 Total Weight !Separation Method: All pieces must be  saparated by zone  when  presented lor acceptance  unless  all  the piears  are  in  a  weight 
category for which the  rate does not vary by zone (5 pounds or less) or the postage is reporled under  an MMS. 

The  signature  of a mailer certifies that  he  or  she  will  be  liable for and  agrees to pay,  subject to appeals  prescribed  by  postal  laws 
and  regulations,  any  revenue  deficiencies  assessed  on  this  mailing.  (If  this  form is signed  by  an  agent,  the  agent  certifies  that  he 
or  she is authorized to sign  this  statement,  that  the  certification  binds  the  agent  and  the  mailer,  and  that  both  the  mailer  and  the 
agent  will  be  liable  for  and  agree  to  pay  any  deficiencies.) 

I hereby  certify  that  all  information  furnished  on  this  form  is  accurate,  truthful,  and  complete;  that  the  material  presented  qualifies 
for  the rates of  postage  claimed;  and  that this  mailing  does  not  contain  any  hazardous  materials  prohibited  by  postal  regulations. 

I understand that anyone  who  furnishes  false  or  misleading  information on  this  form  or  who  omits  material  information  requested 
on  the  form  may be subject to criminal  sanctions  (including  fines  and  imprisonment)  and/or  civil  sanctions  (including  multiple 
damages  and civil penalties). 

1 
hifying Employee's Signature 

. . .  . .  
Verifying Employee's Name ThM AM . - .  , ,  

PM 
- . .? .  
; i: 

PS Form 3600-PMRX, March 2001 (Page 7 of2) This form availeble at www.usps.#wn 
. . L. 
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A. $Digit  Presorted - 

I 
i 

Total 

Part A 
zona Number X Rate Postage of Pieces , 

B. 3-Digit  Presorted 
1 

Number x Rate 
Total 

ZOnC of Pieces Postage 
Part 0 

6 I I 

82 

83 
84 

86 

87 

C.  ADC Presorted 
I 

Number x Rate 
Total 

Zone of Pieces , Postage 
Part C 

Cl 

4 c3 
Local. 1,2. L 3 c2 

Unzond (Up to 5 lbs., 

cz 5 I I I 
c5 I 6 I I I I 

D. ResiduaVSingle  Piece 

MI 5 I I I I 
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EmailAwlessnAy Mallinomof- Organbation tor Which Mailing Is Prepared (If 

I 

P~tmitHold&sNlwandMdress.and Nameandmd T e k q h ~ ~  Name and Address of Individual or 

-e-) otherthanpemitholderj 

For  ti-Digit  Total  From  Part  A (On  reverse) I 
For 3-Digit  Total  From  Part B (On reverse) 

For  ADC Total  From  Part C (On reverse) 

For  ResiduaVSingle  Piece  Total  From  Part  D (On reverse) 

For  Special  Services  and  Other  Fees  Total  From  Attached  Form 35404 

Total  Postage Aff ixed(Add lines above) -)1 
I 

The  signature  of  a  mailer  certifies  that  he or she will be liable  for  and  agrees  to  pay,  subject to appeals  prescribed  by postal laws  and 
regulations,  any  revenue  deficiencies  assessed  on  this  mailing. (If this  form is signed  by an agent,  the  agent  certifies  that he or she is 
authorized to sign  this  statement,  that  the  certification  binds  the  agent  and  the  mailer,  and  that  both  the  mailer  and  the  agent  will  be 
liable  for  and  agree to pay  any  deficiencies.) 

The  submission  of a false,  fictitious, or fraudulent  statement  may  result in imprisonment  of up to 5 years  and  a  fine  of up to $10,OOO 
(t8 U.S.C. 1001). In addition,  a civil penaity of up to $5,000 and  an  additional  assessment  of  twice  the  amount  falsely  claimed  may be 
imposed (31 U.S.C. 3802). 

1 hereby certify that  all  information  furnished  on  this  form is accurate  and  truthful,  that  the  material  presented  qualifies  for  the  rates Of 
postage  claimed,  and  that  this  mailing  does  not  contain  any  hazardous  materials  prohibited  by postal regulations. 
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A. 5-Digit  Presorted 

B. 3-Digit  Presorted 

B1 

B2 

83 

85 

86 

B7 

I I I 

C. ADC Presorted 
1 

Number x Net  Rate 
of Pieces , Affixed Portage 

Total 

Part 
Zone 

D. ResiduaVSingle  Piece 

Dl 

M 
D3 

M 
M 

PS Forin 3600-PMPX, March 2001 (Page 2 012) 
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Response of Postal SarvicsWitness Jonathan 0.  Levine to 
Interrogatories of the Office of the Consumer  Advocate 

OCNUSPS-T2-6. 

OCNUSPS-T2-6.  Please  refer to your  resDonses  to  OCNUSPS-T2-5. 
a. 

b. 

C. 

d. 

e. 

Please  confirm  that  the onli.difference between 'PS Form  3600-PMRX" 
and 'PS Form  3600  PMPX" is that  the  former is for  'Permit  Imprint" 
presorted  Priority  Mail  and  the  latter is for  "Postage  Affixed"  presorted 
Priority  Mail. If you  do  not  confirm,  please  explain. 
On  Form  3600-PMRX, in  the  box  entitled  'Processing  Category  (DMM 
C050)," are  three  check-off  boxes  for  'Letters,"  'Flats"  and  'Parcels." If a 
mailer  presents a mailing  consisting of some  combination of letters,  flats 
and  parcels,  and  checks  one or more  boxes,  how  will  the Postal Service 
determine  the  number of letters,  flats  and  parcels in the  mailing?  Please 
explain. 
On  Form  3600-PMRX,  there  is  a box displaying two check-off  boxes 
entitled  'Identical  weight"  and  'Not  identical  weight." If a  mailer  presents  a 
mailing  consisting of pieces  that  are not of identical  weight,  and  checks 
the  appropriate  box,  how  will the  Postal  Service  determine  the  number  of 
pieces  by  weight?  Please  explain. 
On Form  3600-PMRX.  at  page 2, are  three  tables  for  each  pro'posed 
presort  level (Wigit, 3digit, and ADC), and  a  fourth  table  entitled 
"ResiduaVSingle  Piece." In the  context of the  proposed  Priority  Mail 
presort  discount,  please  explain  the  meaning of, and  purpose  for,  the 
table  entitled  'ResiduaVSingle  Piece." 
On Form 3600-PMRX,  at  page 2, for  each of the proposed  presort  levels 
(Migit, 3digit, and ADC), how will the  Postal  Service  determine  the 
weight of the  pieces  by  zone?  Please  explain. 

a. Confirmed. 

b.  The current  statement is a  draft  based  on  current  knowledge of presort 

requirements. As the  containerization  requirements are determined, I expect 

that  the  statement will be  adjusted to identify  different  shapes,  as  these may 

have  different  containerization  requirements. The purpose of the postage 
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Interrogatories of the  Office of the Consumer Advocate 

. .  

statement,  however, is to collect  information  for  revenue  purposes. If shape 

distinctions are not necessary,  then  this  information  may not be available on 

the final version of the  form. If this  information is determined to be necessary 

for the cost  study in Phase 2 of the  experiment,  then  additional  data - 
collection will be implemented to collect  the  information.  The  extent of 

additional data collection  necessary will be determined  using  knowledge 

gained in Phase 1 of the experiment. I would  expect that most  mailers will; 

however, only present  mail in one  shape  category. 

c.  The purpose of the  postage  statement is to collect  information  related to 

revenue.  The  weight will be evident from the rate  used on the  second page 

of the  form. If the mailing  contains  pieces of differing  weights that are not 

reflected on this form  (such  as for unzoned  rates),  then  the  information will 

not be available from these forms. If this information  is  determined to be 

necessary for  the cost  study in Phase 2 of the experiment, then additional 

data collection will be implemented to collect the information. The extent of 

additional data collection  necessary will be determined  using  knowledge 

gained  in Phase 1 of the  experiment. It may be possible to  also use the 

PERMIT manifesting system to identify  mailings of varying  weight, although 

this will not apply to metered  mail. 

c 
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REVISED  RESPONSE OF UNITED  STATES POSTAL SERVICE  WITNESS KALENKA 
TO INTERROGATORY OF THE OFFICE OF THE  CONSUMER  ADVOCATE 

OCNUSPS-T3-1. 

a.  Does  the  Group  One  software  possessed  by ADP have the capability to 
arrange  mailing  lists in presort  order for pieces  mailed  at  Priority  Mail 
rates? Please  explain. 

b. To what  extent  does ADP currently  use the Group One  software to presort 
Priority Mail pieces?  What depth of sort does  ADP  typically  achieve? 
Please  explain. 

RESPONSE: 

a&b. 

ADP  currently  uses  the  Group  One  software program to arrange First-class Mail 

and  Standard  Mail lists in presort  order. As indicated in my  testimony  at  the 

sentence  beginning on page 4, line 19, we use the software for all of our 

mailings,  including  those  which  are  sent  Priority  Mail. See my response to 

OCNUSPS-T3-4. 
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RESP-ONSE OF UNITED  STATES  POSTAL SERVICE WITNESS KALENKA 
TO  INTERROGATORY OF THE OFFICE OF THE  CONSUMER  ADVOCATE 

OCA/USPS-T34. 

Please  refer to your  testimony  at  page 7, lines 9-1 1, where it states,  "Finally, on those 
occasions in the  past  when  ADP  has  presorted  its  Priority  Mail  prior  to  presenting it to 
the  Postal  Service,  ADP  has  noticed  an  improvement in the speed  with  which  our 
mailings  reach  our  customers." 

On  how  many  occasions in the  past  has  ADP  presorted its Priority Mail 
prior to presenting it to the  Postal  Service? 

When  was the  most  recent  occasion  that  ADP  presorted  its  Priority  Mail 
prior  to  presenting it to  the  Postal  Service? 

On  those  occasions in the  past  when  ADP  has  presorted  its  Priority  Mail 
prior  to  presenting it to  the  Postal  Service,  did  ADP  utilize  Group  One  or 
some  other  software  to  presort  its  Priority  Mail?  Please  explain. 

On  those  occasions in the  past  when AbP has  presorted  its  Priority  Mail 
prior to presenting it to the  Postal  Service,  what  depth of s a t  did  ADP 
typically  achieve?  Please  explain. 

What  prompted  ADP  on  those  occasions in the past to presort  its  Priority 
Mall  prior to presenting it to  the  Postal  Service?  Please  explain. 

On  those  occasions in the  past  when  ADP  has  presorted its Priority  Mail 
prior to presenting it to the  Postal  Service, did ADP  know in advance of 
presorting  that it would  obtain an improvement in the speed  with  which the 
mailings  reached  customers?  Please  explain. 

RESPONSE: 

(a)  On  numerous  occasions. 

(b) Last week. 

(c) Yes. Group  One. 

(d)  Depending  on  the  mailing,  we  have  achieved  ADC, 3digit, and 54igit 

depth of sort. 



. .  . 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS  KALENKA 
TO  INTERROGATORY OF THE OFFICE OF THE CONSUMER  ADVOCATE 

(Response  to OCAIUSPS-T3-4 continued) 

(e)  On  a  number of occasions in the past  year,  for  instance,  local  postal 
* 

officials have  requested  (to  put it mildly)  that  we  presort  our  larger 

mailings, in order to improve  their  ability  to  process  and  deliver  such mail 

in a  timely  fashion.  We  have  complied  with  their  requests. 

(9 . Under the  circumstances  described  above, it certainly  was  our 

expectation  that if we presorted the  mailings, as requested by the  Postal 

Service,  we  had  a  higher  expectation of timely  delivery  than if we did  not 

presort. 
.I 

c 
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RESPONSE OF UNITED  STATES  POSTAL  SERVICE WITNESS KALENKA 
TO  INTERROGATORY OF THE OFFICE OF THE  CONSUMER  ADVOCATE 

OCA/USPS-T3-6. 

Please  refer. to your testimony at page 6, lines 12-20. 

(a)  According to your  testimony,  ADP is currently  'negotiating with a competitor of 
the Postal  Service for a guaranteed secondday delivery  product."  Are a'ny of 
the pieces that are the subject of the  negotiations  currently  mailed  at  Priority  Mail 
rates?  Please  explain. 

(b)  Please  identify  and  describe  with  specificity any and all types of mail  produced or 
processed by ADP for which  there is a competitive  service  offered by an entity 
other than the Postal  Service. 

RESPONSE: 

(a)  'Yes. 

(b)  ADP Financial Information  Services  processes  proxy  statements,  annual 

reports,  quarterly  reports  and  other  investor  communications  for  which 

postal competitors  exist to transmit  and  deliver. 



RESPONSE OF USPS  WITNESS  KALENKA TO INTERROGATORY 
OF THE OFFICE OF THE  CONSUMER  ADVOCATE 

(REDIRECTED  FROM  WITNESS  SCHERER) 

OCNUSPS-Tl-l l . 

Please  refer to your  responses to OCNUSPS-T1-2,  where it states that "the  majority  of 
presort  mailers . . . were  exclusively  mailing  pieces  2  pounds and under." 

. . .  

b. Please  confirm  that  ADP, the only  mailer  with  whom  you  have  discussed 
the proposed  Priority  Mail  presort  discount, has a  particular  interest in a 
discount  for the $3.50 one-pound  Priority  Mail  rate. If you do  not confirm, 
please  explain. 

RESPONSE: 

As a user  of  Priority  Mail that could  qualify its mail  for the proposed  presort  discounts, 

ADP  has an  interest in applying  those  discounts to as much of its mail as it is practical 

to do so, including  pieces  at the one-pound  weight  increment. 


